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Foreword 


Three  puTDlioations  dealing  vith  suggestions  for  improving  the  distrihu- 
tion  of  citrus  juices  have  heen  released  in  this  project  under  the  fol- 
loving  titles:     "Buyers'  Suggestions  for  Expanding  Markets  and  Improving 
Distrihution  of  CitiTis  Juices/'  (January  19^8);  "Wholesale  Buyers' 
Attitudes  Toward  Citrus  Juices,"  (April  19^8);  and  "Sources  and  Distri- 
hution  of  Citrus  Juices  Purchased  by  Wholesale  Buyers,  19^6-^7," 
(August  1948). 

Following  the  work  on  citrus  Juices,  a  survey  was  undertaken  of  the  gen- 
eral marketing  practices  of  cooperatives  canning  and  freezing  fruits  and 
vegetables.    The  results  of  this  survey  were  published  in  a  report  en- 
titled "L'larketing  Practices  of  Cooperatives  Processing  Canned  and  Frozen 
Fruits  and  Vegetables,"  (March  1949).    This  general  survey  was  intended 
to  provide  background  information  for  a  more  intensive  study  of  the  mar- 
keting practices  of  cooperative  fruit  and  vegetable  processors.    Upon  its 
completion  a  detailed  analysis  was  imdertaken  of  the  sales  made  by  2? 
cooperative  processing  associations  in  the  1948-''+9  and  19^9-50  seasons. 

The  working  relationships  developed  over  a  period  of  years,  between  proc- 
essing cooperatives  and  the  Cooperative  Research  and  Service  Division, 
placed  this  Division  in  a  singularly  favorable  position  to  undertake  such 
a  sales  analysis,  which  has  required  the  use  of  a  large  amount  of  highly 
confidential  and  detailed  data.    This  study  could  not  have  been  carried 
on  without  the  cooperation  and  assistance  of  the  cooperatives  participat- 
ing in  it. 

The  sales  analysis  was  supplemented  by  a  survey  of  brokers  in  19  major 
markets  in  which  the  2?  cooperatives  marketed  their  products  in  the 
19^8-^9  season.    This  publication  is  a  preliminary  report  on  the  results 
of  the  analysis  of  the  19kQ-ks  canned  fruit  and  vegetable  sales  of  these 
associations  and  on  the  findings  developed  in  the  broker  survey.  A 
final  report,  which  will  include  an  analysis  of  the  19^9-50  sales  data, 
is  expected  to  be  available  by  the  end  of  1951. 

Inasmuch  as  the  actual  marketing  practices  of  cooperative  and  other  fruit 
and  vegetable  processors  are  very  similar,  with  the  major  difference 
being  In  the  field  of  pricing  policy,  much  of  this  report  will,  no  doubt, 
be  of  Interest  to  other  processors  as  well  as  to  cooperative  processors. 


Summary  and  Conclusions 


Cooperative  and  other  food  processors  greatly  expanded  and  improved  their 
operations  during  World  War  II.    Primary  emphasis  during  these  years  was 
placed  on  production.    Following  this  period  of  general  progress  and  ex- 
pansion in  the  food  industry,  it  "became  increasingly  apparent  that  more 
attention  needed  to  be  given  to  marketing  these  food  products. 

The  findings  in  this  report  are  "based  on  a  detailed  analysis  of  the  sales 
of  27  cooperative  associations  in  the  19^8-^9  season  supplemented  by  in- 
formation obtained  in  interviews  with  brokers  representing  these  associa- 
tions in  19  important  primary  markets. 

In  this  survey  of  marketing  trends,  it  was  clearly  evident  that  each  mar- 
ket possesses  Important  individual  characteristics  with  respect  to  mar- 
keting processed  foods.    Any  cooperative  processor,  therefore,  desiring 
to  compete  successfully  in  these  markets  would  be  well  advised  to  make  a 
first-hand  analysis  of  these  characteristics  before  undertaking  a  large- 
scale  marketing  program.    The  variations  in  the  composition  of  the  indi- 
vidual marlcets  serve  to  emphasize  the  necessity  for  a  flexible  marketing 
policy. 

r-lajor  developraents  in  the  marketing  of  canned  fruits  and  vegetables,  such 
as  the  gro^rth  and  expansion  of  super  markets  accompanied  by  a  continuing 
shift  to  self-service  retailing  and  the  aggressive  efforts  of  wholesalers 
to  reduce  their  operating  margins,  have  had  an  important  effect  upon  the 
production  and  marketing  practices  of  cooperative  processors.    In  stream- 
lining their  operations  and  reducing  their  margins,  wholesalers  have 
tended  to  shift  to  the  processors  some  of  the  functions  which  wholesalers 
previously  performed.    Therefore,  cooperative  processors,  in  assuming 
3ome  of  the  expense  of  these  additional  functions  will,  no  doubt,  find  it 
necessary  to  improve  plant  efficiency  and  reduce  processing  costs,  in  or- 
der to  compete  successfully. 

During  l^hQ-h^  the  associations  studied  were  selling  their  canned  fruits 
and  vegetables  under  120  brand  names  of  their  own  and  855  different 
brand  names  of  their  buyers. 

A  major  portion  of  the  sales  of  canned  noncitrus  fruits  and  vegetables 
made  by  the  associations  included  in  this  study  was  marketed  under  buyers' 
labels.    Over  two- thirds  of  the  canned  noncitrus  fruits  and  85  percent  of 
the  canned  vegetables  were  sold  under  such  labels.    This  emphasizes  the 
importance  of  the  private- label  trade,  which  buys  and  promotes  quality 
products  und^  its  own  brand  names,  as  an  outlet  for  the  products  of  these 
noncitrus  fruit  and  vegetable  cooperatives. 

The  brand  policy  of  the  associations  marketing  canned  citrus  Juices  and 
segments  varied  considerably  from  that  of  the  other  two  groups  of  associ- 
ations.   Almost  three-fourths  of  their  volume  was  sold  under  their  own 
labels. 
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The  large  amounts  sold  under  "buyers*  labels  "by  some  associations  indicate 
they  are  "building  up  little  brand  equity  of  their  ovn  and  cjay,  to  a 
greater  extent,  "be  subject  to  buyers'  whims  and  to  serious  price  competi- 
tion.   Confronted  with  these  hazards,  it  would  seem  advisable  for  some 
associations  to  reappraise  their  brand  policies,  particularly  when  market 
conditions,  such  as  greater  demand  and  short  supply,  provide  a  more  favor- 
able climate  for  initiating  desirable  changes. 

Brokers  were  important  in  distributing  the  products  of  these  associations. 
About  three-fourths  of  the  sales  of  canned  noncitrus  fruits  and  vegetables 
and  three-fifths  of  the  canned  citrus  juices  and  segments  were  made 
through  brokers, 

A  large  share  of  the  sales  of  these  cooperatives  was  made  to  wholesale 
grocers,  who  purchased  approximately       percent  of  the  total.  Chain 
stores  and  super  markets  purchased  another  27  percent .    Sales  to  inde- 
pendent retailers  amoimted  to  less  than  1  percent,  while  sales  to  all 
other  types  of  buyers,  including  Government,  other  processors,  institu- 
tions, and  consumers,  amounted  to  slightly  over  25  percent  of  the  total. 
Another  2  percent  went  to  unclassified  buyers. 

Less  than  3  percent  of  the  sales  made  by  these  cooperatives  were  quoted 
on  the  basis  of  delivered  prices.    Ninety-seven  percent  of  the  sales  were 
quoted  f.o.b.  point  of  shipment,  with  86  percent  shipped  freight  collect 
and  approximately'  11  percent  freight  prepaid.    Only  four  of  the  associa- 
tions carried  consigned  stocks  in  some  of  the  major  markets. 

Eail  transportation  was  still  the  most  important  method  of  getting  these 
canned  products  to  market,  with  more  than  63  percent  transported  in  this 
way.    Almost  20  percent  reached  primary  markets  by  motortruck,  and  approx- 
imately 17  percent  arrived  by  water. 

These  associations  were  marketing  substantial  portions  of  their  packs  of 
certain  commodities  in  small  container  sizes.    The  trend  to  small  can 
sizes  has  increased  rapidly,  particularly  in  those  markets  where  the  urban 
consumer  is  the  dominant  factor.    Smaller  family  units,  the  desire  for 
greater  variety  in  the  diet,  and  advances  in  food  prices  liave  all  been 
contributing  factors  in  this  trend  to  smaller  can  sizes. 

The  percentages  sold  by  these  associations  under  each  grade  varied  con- 
siderably for  each  of  the  three  major  commodity  groups.    Practically  all 
the  citrus  Juices,  about  two- thirds  of  the  vegetables,  and  30  percent  of 
the  noncitrus  fruits  were  marketed  as  Fancy  grade.    Also,  within  the  non- 
citrus  and  vegetable  coimnodity  groups  there  were  wide  variations  in  the 
percentages  marketed  under  each  grade  by  the  individual  associations. 
The  broker  survey  indicated  that  the  majority  of  cooperative  processors 
were  directing  their  efforts  toward  maintaining  and  improving  the  quality 
of  their  packs. 

Cooperative  principals  were  generally  considered  well  informed  and  were 
highly  regarded  by  the  brokers  representing  them.    Some  criticism  was 
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expressed,  however,  because  of  the  failure  of  a  cooperative  principal  to 
keep  his  "broker  vrell  posted.    In  some  cases,  the  principal  had  never  "been 
in  the  market  and  had  never  met  his  "broker.    Frequently  failure  to  supply 
the  "broker  with  information  on  the  cooperative's  over-all  marketing  pol- 
icy lessened  his  effectiveness  to  do  the  "best  possi"ble  selling  jo"b  for 
his  cooperative  principal.    On  the  whole,  most  cooperative  principals 
included  in  the  study  had  made  little  effort  to  have  their  "brokers  meet 
each  other  even  though  the  annual  conventions  of  food  "brokers  and  proc- 
essors would  generally  have  provided  this  opportunity. 

Brokers    opinions  of  the  reliability,  integrity,  and  financial  sta'bility 
of  their  cooperative  principals  were  very  favora'ble.    Their  major  criti- 
cism appeared  to  "be  in  regard  to  the  pricing  policies  of  the  cooperatives 
they  represented.    Frequently  "brokers  indicated  that  they  thought  the 
mem"bership  of  cooperatives  should  "be  educated  with  respect  to  marketing 
pro"blems.    They  contended  that  too  often  cooperative  management,  al- 
though well  informed  on  market  conditions,  was  una"ble  to  make  price  ad- 
justments or  adopt  a  flexi"ble  price  policy.    This,  in  their  opinion,  was 
due  largely  to  the  fact  that  sales  personnel  was  restrained  by  the 
attitude  of  the  producer- members  who  wanted  the  highest  possible  returns 
in  the  current  season  and  did  not  favor  the  adoption  of  a  long-time  pol- 
icy which  would  improve  the  association's  position  over  a  longer  period 
of  time.    Research  might  well  give  attention  to  a  careful  study  of  the 
pricing  policies  of  cooperative  processors  and  to  the  initiation  of  pro- 
jects dealing  with  membership  relations.    Such  projects  should  result  in 
a  better  informed  membership  and  thus  enable  personnel  specialized  in 
marketing  to  perform  its  selling  function  more  effectively. 

The  opinions  of  brokers  were  sought  with  respect  to  the  type  of  sales 
promotion  they  thought  should  be  done  by  their  cooperative  principals. 
Almost  two-fifths  of  the  replies  indicated  that  brokers  saw  no  possibil- 
ity for  product  promotion  under  the  present  scale  of  operation,  largely 
because  they  believed  that  the  small  volumes  or  limited  commodity  lines 
of  their  cooperative  principals  did  not  warrant  promotion.    Also,  the 
fact  that  the  noncitrus  fruit  and  vegetable  cooperatives  were  marketing 
a  large  portion  of  their  products  under  buyers'  labels  did  not  make  prod- 
uct promotion  currently  practicable  for  these  associations.    A  large  num- 
ber of  those  who  favored  promotion  indicated  they  considered  cooperative 
advertising  in  local  newspapers  the  best  way  to  obtain  results  for  the 
amount  of  money  spent.    It  was  stated,  however,  that  there  should  be  a 
close  tie-in  between  sales  volume  and  advertising  outlay,  and  usually  it 
was  suggested  that  the  tie-in  should  be  on  a  per  case  basis.  Many 
favored  promotion  of  individual  commodities  through  national  trade  asso- 
ciations Mmilar  to  the  work  done  by  the  National  Cherry  Institute. 

Some  brokers  indicated  that  they  considered  broker- sponsored  labels  as 
particularly  adapted  to  the  use  of  small  cooperative  processors  who  pack 
only  one  or  tvro  commodities  and.  who,  therefore,  do  not  have  sufficient 
volume  or  length  of  commodity  line  to  warrant  promoting  their  own  labels. 


LJarketing  Canned  Fruits  and  Vegetables 
Processed  "by  Cooperatives,  19^8-^+9 

By 

Anne  L.  Gessner  and  Edward  C.  Collins 
Agricultural  Economists 

Importance  of  Cooperatives  in  Fruit  and  Vegetable  Canning 


The  first  organization  of  record  set  up  by  farmers  in  the  United  States 
for  the  purpose  of  cooperatively  canning  their  products  was  a  tomato 
cannery  organized  in  Indiana  in  1895 •  l/    Cooperative  canning  got  under 
way  in  the  Pacific  Northwest  in  the  first  decade  of  the  present  century. 
In  1900,  the  berry  growers  of  Puyallup  Valley,  Washington,  organized  the 
Puyallup  and  Sumner  Fruit  Growers'  Association.    Four  years  later  this 
association  began  canning  berries  in  addition  to  selling  them  fresh. 
The  Eugene  Fruit  Growers  Association,  Eugene,  Oregon,  which  appears  to 
be  the  oldest  existing  cooperative  fruit  and  vegetable  cannery  in  the 
United  States,  was  organized  in  I908.    Most  of  the  citrus  processing  as- 
sociations have  been  organized  since  1930  when  citrus  juices  began  to  be 
increasingly  popular  with  consumers . 

Eecords  of  the  Cooperative  Research  and  Service  Division  show  192  cooper- 
ative fruit  and  vegetable  canneries  had  been  started  up  to  and  including 
1939^  but  that  101  of  these  associations  had  been  either  reorganized  or 
discontinued.    The  associations  which  reorganized,  merging  their  opera- 
tions with  other  organizations,  comprised  about  I6  percent  of  the  101 
associations.    Approximately  20  percent  discontinued  operations  because 
of  "insurmountable  marketing  difficulties."    The  remaining  discontinu- 
ances were  for  various  reasons,  including  insufficient  volume,  ineffi- 
cient management,  overexpansion,  and  lack  of  cooperation. 

During  World  War  II,  many  cooperative  processing  associations  greatly 
expanded  their  operations.  The  large  volume  of  processed  foods  which 
could  be  marketed  at  favorable  prices  and  which  was  required  to  fill 

1/   Fogelberg,  Hephtune.    Cooperative  Canning  of  Fruits  and  Vegetables, 
Bui.  i^7,  Farm  Credit  Admin.,  U.  S.  Dept.  Ag.,  Washington,  D.  C, 
Jime  19^1 

NOTE:    The  authors  desire  to  express  appreciation  to  the  following  mem- 
bers of  the  Cooperative  Research  and  Service  Division;    A.  W.  McKay, 
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study;  J.  K.  Samuels,  Chief  of  the  Fruit  and  Vegetable  Section,  under 
whose  general  direction  the  study  was  made;  G.  H,  Goldsborough,  for  help- 
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ment is  also  made  of  the  fine  cooperation  of  the  participating  coopera- 
tive associations  who  have  made  this  study  possible  by  supplying  data; 
and  to  Watson  Rogers,  president  of  the  National  Food  Brokers  Association 
and  to  broker  members  of  this  association,  for  their  assistance  and 
cooperation  in  supplying  information  on  individual  markets. 
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the  needs  of  the  military  forces  and  the  civilian  population  was  an  im- 
portant incentive  for  this  expansion.  Not  only  were  canning  facilities 
greatly  expanded ^  hut  great  impetus  also  was  given  to  processing  frozen 
fruits  and  vegetables.  Industry-wide,  the  war  period  was  generally  re- 
garded as  a  favorahle  one  for  marketing  canned  and  frozen  foods . 

In  the  19^6-^7  season,  123  cooperative  plants  were  canning  or  freezing 
fruits  and  vegetables  or  doing  both.    The  sales  value  of  the  fruits  and 
vegetables  canned  and  frozen  in  these  plants  amounted  to  more  than  $177 
million.    The  following  season,  a  number  of  cooperatives  had  begun  to 
experience  increasing  difficulty  in  marketing  their  processed  fruits 
and  vegetables,  with  the  result  that  some  of  them  found  it  necessary  to 
discontinue  processing  operations. 

In  the  19^1-8-49  season,  there  were  IO7  cooperative  plants  canning  and 
freezing  fruits  and  vegetables,  which  was  I6  less  than  the  number  in 
operation  at  the  end  of  the  war.    The  market  value  of  the  fruits  and. 
vegetables  canned  and  frozen  in  cooperative  plants  dropped  from  more 
than  $177  million  to  slightly  under  $1^4  million  during  this  period. 
Several  of  the  cooperatives  which  discontinued  operations  had  been 
processing  fruits  and  vegetables  for  many  years  and  had  greatly  ex- 
panded their  operations  diiring  the  war.    An  important  factor  contribut- 
ing to  their  failure  appeared  to  be  lack  of  sufficient  marketing  expe- 
rience to  enable  them  to  survive  in  this  highly  competitive  period. 
For  several  years  the  food- processing  industry  had  experienced  favorable 
prices,  food  shortages,  and  little  or  no  need  for  sales  effort  and  pro- 
motion.   A  change  was  beginning  to  set  in  and  food  prices  were  starting 
downward.    There  was  every  indication  that  the  days  of  food  shortages 
we 370  over  and  that  sales  promotion  and  marketing  know-how  were  once 
again  becoming  important  requirements  in  distributing  processed  foods. 
Cooperatives  unskilled  in  these  requirements  appeared  to  be  headed  for 
serious  trouble . 

Need  for  Marketing  Study 

During  this  transition  from  successful  war-time  operations  to  a  situa- 
tion in  which  selling  had  become  increasingly  difficult  under  highly 
competitive  conditions,  a  number  of  cooperatives  sought  assistance  on 
their  marketing  problems  from  the  Cooperative  Eesearch  and  Service 
Division.    These  associations  were  interested  in  improving  their  market- 
ing practices  and  thereby  enhancing  their  competitive  position  in  mer- 
chandising processed  fruits  and  vegetables. 

In  order  that  more  effective  assistance  might  be  given  to  cooperatives 
requesting  assistance  with  their  marketing  problems,  the  current  market- 
ing practices  of  cooperatives  canning  and  freezing  fruits  and  vegetables 
were  studied  in  detail.    An  analysis  of  sales  records,  a  basic  first 
step  in  any  research  program  in  marketing,  was  undertaken.    The  invoice 
records  of  a  selected  number  of  cooperatives  were  analyzed  for  a  period 
of  two  fiscal  years.    A  survey  of  brokers  representing  cooperatives  in 
the  maior  markets  during  the  2  years  under  study  supplemented  these 
statisxical  data. 
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Major  ©"bjectives  of  the  study  were:    (1)  To  examine  distribution 
channels,  transportation  methods,  sales  promotion,  brand  and  pricing 
policies,  and.  other  marketing  practices,  with  a  view  to  expanding  mar- 
kets or  determining  the  most  logical  markets  for  fruits  and  vegetables 
processed  by  cooperatives;  (2)  to  analyze  trade  preferences  for  kinds, 
varieties,  grades,  container  sizes,  emd  brands  of  products  processed  by 
cooperatives  to  serve  as  the  basis  for  changes  in  production  practices 
and  processing  techniques  and  to  aid  cooperative  management  in  making 
decisions  with  respect  to  sales  policies;  (3)  to  analyze  current  prac- 
tices to  serve  as  the  basis  for  future  research  on  the  distribution 
costs  of  cooperatives  processing  fruits  and  vegetables  for  the' purpose 
of  determining  wherein  savings  may  be  effected;  {h)  to  supply  manage- 
ments of  smaller  processing  cooperatives  with  a  more  complete  picture  of 
marketing  processed  fruits  and  vegetables  through  an  intensive  study  of 
the  marketing  of  many  processed  fruits  and  vegetables  in  a  number  of 
important  markets ;  and  (5)  to  recommend  such  changes  in  marketing  prac- 
tices as  appear  desirable  and  feasible  in  developing  more  flexible  and 
orderly  marketing  practices. 

Changing  conditions  have  an  important  bearing  on  the  extent  to  which 
research  findings  with  respect  to  marketing  practices  can  be  acted  upon 
or  be  incorporated  in  current  sales  policies.    Whether  processors  are 
operating  in  a  buyer's  or  seller's  market  will  have  a  marked  effect  on 
their  marketing  policies.  The  present  study  was  undertaken  for  the  pur- 
pose of  assisting  cooperative  processors  in  a  difficult  marketing 
period. 

Procedure 

The  statistical  information  in  this  report  has  been  developed  from  the 
sales  records  of  27  cooperative  processing  associations.    An  effort  was 
made  to  have  3?epresented  all  geographic  areas  in  which  cooperative 
processing  is  a  factor  and  to  Include  the  major  fruits  and  vegetables 
cooperatives  process.    Although  cooperatives  are  of  much  less  impor- 
tance in  processing  vegetables  than  in  processing  citrus  and  noncitrus 
fruits,  it  was  decided  to  include  data  on  the  principal  vegetables, 
particularly  where  such  information  could  be  obtained  readily  from 
cooperatives  processing  both  fruits  and  vegetables. 

Seven  of  the  nine  national  geographic  areas  are  included  in  the  sample. 
These  areas,  together  with  the  number  of  associations  included  in  the 
sample  from  each  area,  are  shown  in  table  1. 

The  principal  fruits  covered  in  the  study  include:    Apples,  applesauce, 
apricots,  cherries  (tart  and  sweet),  fruit  cocktail,  peaches,  pears, 
plums,  and  prunes,  blackberries,  boysenberries,  loganberries,  and  rasp- 
berries (red  and  black).    The  principal  vegetables  include:    Green  and 
wax  beans,  sweet  com,  peas,  spinach,  and  tomatoes,  including  tomato 
Juice.    The  principal  citrus  Juices  include  grapefruit,  orange,  and 
orange -grapefruit  (sweetened  and  natural). 


Tatle  1.  -  Cooperatives  in  the  sample  classified  by  geographic  area  and 

type  of  processing 


Geographic 
area 


Nu2n"ber  of  associations  included 
in  sample  that  are  processing  -- 


Noncitrus 
fruits 


Vegetables 


Noncitrus 
fruits  and 
vegetables 


Citrus 
fruits 


Total 


Middle  Atlantic  

East  North  Central . . 
West  Worth  Central.. 

South  Atlantic  

West  South  Central.. 

Mountain  c  

Pacific  

Total  


1 

2 


2 
1 
1 
1 


k 
1 


3 
2 
2 

5 
2 
1 
12 


27 


On  a  commodity  "basis,  the  sample  represented  95  percent  of  the  noncitrus 
fruits,  about  70  percent  of  the  citrus  juices  and  slightly  over  50  per- 
cent of  the  vegetables  canned  by  cooperatives  in  the  19^8-49  season. 
The  appendix  table,  page  79^  gives  a  detailed  aiial^'-sis  of  the  commodity 
saaiple  broken  6.a\m  by  the  principal  individual  fruits  and  vegetables 
included  in  this  study. 


Sales  data  analyzed  in  this  report  were  obtained  in  all  but  two  in- 
stances through  contracts  negotiated  under  the  Eesearch  and  ^fa.rketing 
Act  of  19^6  with  processing  cooperatives  which  furnished  data  on  their 
sales  for  the  fiscal  years  1948-^9  and  19^9-50.  2/    The  terms  of  the 
contract  provided  for  transfer  of  the  invoice  data  from  the  coopera- 
tives '  records  to  special  Farm  Credit  Administration  schedules  by 
qualif led  personnel  of  the  contracting  cooperative . 

Market  Outlets  for  Fruits  and  Vegetables  Processed  by  Cooperatives 


Of  major  importance  in  the  analysis  of  the  sales  records  of  the  27 
cooperatives  included  in  the  study  was  the  information  supplied  on  the 
primary  markets  in  which  these  associations  were  marketing  processed 
fruits  and  vegetables  in  the  1948-49  season.    Before  this  analysis  was 
undertaken,  very  little  published  information  was  available  regarding 
the  markets  in  which  these  products  were  being  sold.    An  analysis  of  the 

2/    One  cooperative  had  no  personnel  available  for  the  work  but  made 

arrangeirents  for  data  to  be  assembled  by  Farm  Credit  Administration 
personnel.    Another  association  had  no  personnel  available  for  re- 
cording the  1948-49  data,  but  did  contract  to  supply/  the  1949-50 
data  and  made  arrangements  for  Farm  Credit  Administration  personnel 
to  record  the  1948-49  data. 
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statistical  data  on  the  market  outlets  has  "been  developed  in  the  major 
markets  for  citrus  Juices  and  segments,  those  for  noncitrus  fruits,  and 
those  for  vegetahles.    Analyses  for  these  three  categories  have  "been 
developed  on  the  "basis  of  a  sample  which  included  all  cities  in  which  at 
least  500  dozen  or  more  cans  of  the  three  types  of  commodities  were  sold 
hy  the  participating  associations  in  the  19^8-49  season. 

Tahle  2  and  chart  1  show  the  primary  markets  in  which  the  cooperatives 
included  in  the  study  sold  their  citrus  juices  and  segtnents  in  19^8-^9. 
Based  on  the  sample  of  cities  in  which  at  least  500  dozen  cans  were  sold 
during  the  season,  almost  70  percent  of  the  citrus  juices  and  segments 
comhined  were  distributed  to  a  total  of  35  markets.    These  cities  are 
shown  in  the  order  of  their  importance  in  the  sale  of  all  citrus  juices 
and  segments.    Two  Canadian  cities  are  included  in  these  35  markets  — 
Toronto,  which  ranked  third  with  h.6  percent  of  the  total,  and  Vancouver, 
which  ranked  twenty-fifth  with  0.7  percent  of  the  total.    For  each  of 
the  major  juices  the  two  classifications  of  "natural"  and  "sugar  added 
(S/a)"  are  shown.    A  detailed  review  of  the  table  indicates  some  inter- 
esting differences  with  respect  to  the  percentages  of  sweetened  and 
natural  juices  sold  in  individual  markets. 

Similar  market  data  in  table  3  and  chart  2  are  given  for  the  principal 
canned  noncitrus  fruits  marketed  by  these  cooperatives  in  19^8-49. 
Approximately  84  percent  of  the  total  sales  of  noncitrus  fruits  were 
made  in  3^  markets,  based  on  the  sample  of  cities  in  which  at  least  5OO 
dozen  cans  had  been  sold  during  the  year. 

The  major  markets  for  the  principal  canned  vegetables  marketed  by  these 
cooperatives  in  19^8-49  are  shoim  in  table  h  and  chart  3*    Thirty- two  of 
the  primary  markets  in  which  these  cooperatives  were  marketing  their 
canned  vegetables  accounted  for  83  percent  of  the  total  sales  in  those 
markets  where  at  least  50O  dozen  or  more  cans  had  been  sold  in  19^8-49. 

Broker  Survey 

The  market  analysis  developed  in  tables  2  to  4  was  used  as  the  basis  for 
determining  which  markets  were  most  representative  in  marketing  fruits 
and  vegetables  canned  by  cooperatives.    The  statistical  analysis  devel- 
oped from  the  invoice  records  furnished  by  the  cooperatives  were  supple- 
mented with  additional  information  obtained  directly  from  brokers  in 
those  markets  where  cooperatives  were  marketing  the  major  portion  of 
their  canned  fruits  and  vegetables.    The  market  outlets  were  analyzed 
not  only  with  respect  to  types  and  quantities  of  commodities  sold  by 
cooperatives  in  each  market,  as  shown  in  tables  2  to  4,  but  also  with 
respect  to  the  number  of  cooperatives  whose  products  were  represented 
in  each  market.    Geographic  location  was  another  factor  considered  in 
selecting  the  markets  for  the  broker  survey,  in  order  to  develop  the 
information  on  a  Nation-wide  basis  insofar  as  possible .    Oix  the  basis 
of  the  market  data  analysis,  seventeen  markets  were  selected:  Baltimore, 
Boston,  Chicago,  Cincinnati,  Cleveland,  Dallas,  Detroit,  Kansas  City, 
Los  Angeles,  Minneapolis- St .  Paul,  New  York  City^  Thiladelphia, 
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Pittsburgh,  Portland  (Ore.),  San  Francisco,  St.  Louis,  and  Washington 
(D.C,)«    To  obtain  a  more  complete  representation  on  the  "basis  of  geo- 
graphic location,  Atlanta  (Ga.)  and  Richnond  (Va.)  were  added  to  the 
sample . 

Number  of  Brokers  Intei'vieved 

All  brokers,  vho  represented  cooperatives  as  well  as  other  principals, 
were  interviewed  in  each  of  the  markets  selected.  The  number  of  brokers 
interviewed  in  each  mrket  classified  by  the  number  of  cooperative  prin- 
cipals, or  clients  ,  they  represented  is  shown  in  table  ^.  I«tore  than  two- 
thirds  of  the  brokers  represented  only  one  cooperative .  One  broker  rep- 
resented four  cooperatives  and  one  other  represented  five,  which  was  the 
maximum  number  represented  by  any  broker  interviewed. 

Table  6  shows  the  number  of  brokers  interviewed  classified  by  the  value 
of  food  products  they  handled  during  1950.    More  than  four-fifths  of 
these  brokers  were  handling  food  products  valued  at  $1  million  or  more 
in  1950. 

Inf onnatlon  Eeg.uested  from  Brokers 

The  questionriaire  used  in  the  broker  survey  is  reproduced  on  page  8l  of 
the  appendtic.    Included  in  the  information  requested  from  brokers  was: 
(1)  The  attitudes  of  buyers  in  each  market  toward  products  processed  by 
cooperatives  and  toward  similar  competitive  products;  (2)  brokers'  ap- 
praisal of  cooperative  management  with  respect  to  knowledge  of  the  mar- 
ket, flexibility  of  marketing  policy,  and  understanding  of  significant 
trends;  (3)  principal  broker  contacts  and  relationship;  {k)  possibilities 
for  improving  specific  marketing  practices  of  cooperative  principals, 
particularly  those  relating  to  brand,  price,  and  promotional  policies; 
ajid  (5)  general  information  on  the  Individual  market  and  important  recent 
developments  in  each  market. 

I-feny  of  the  questions  contained  in  the  broker  questionnaire  were  directly'- 
related  to  the  statistical  data  developed  from  the  sales  records  of  the 
cooperatives  participating  in  the  study.    The  tabulations  covering  the 
brokers'  replies  to  these  questions  will,  therefore,  supplement  the  sta- 
tistical analysis  at  those  points  in  this  report  where  they  are  specifi- 
cally related  to  the  discussion  of  the  sales  data  analyzed  for  the  19^8- 
h$  season. 

IIoT/ever,  before  proceeding  to  the  analysis  of  the  sales  data,  a  brief 
resume  of  recent  developments  in  the  markets  where  cooperatives  made  a 
major  portion  of  their  19^8-^9  sales  is  given. 

Developments  in  Marketing  Processed  Fruits  and  Vegetables 

Arxy  discussion  of  market  trends  must  necessarily  take  into  consideration 
the  fact  that  Katlon-wide  trends  can  be  extremely  misleading.    A  cooper- 
ative which  contemplates  entering  new  markets  or  expanding  its  selling 
operations  would  certainly  be  warranted  in  making  a  careful  analysis  of 
developments  in  a  specific  market  before  initiating  a  new  marketing 


Table  5.  -  Brokers  Interviewed  in  each  r.iarlc^t  classified  by  nvanber  of 
cooperative  principals  repressntcd  In  1950 


Jtober  of  brolcers  representing  - 


Markets 

1 

cooper- 
ative 

2 

cooper- 
atives 

■z 
J 

cooper- 
atives 

cooper- 
atives 

5 

cooper- 
atives 

Total 
nuciber 

cf 
brokers 
Inter- 
viewed 

5 

D 

5 

2 

1 

Q 

0 

6 

2 

0 

lU 

1 

V 

1+ 

1 

- 

_ 

_ 

5 

2 

6 

5 

1 

- 

9 

5 

1 

1 

_ 

7 

Kansas  City.,,,,,,, 

i[ 

1 

7 

6 

2 

1 

9 

Minneapolls-St.  Paul.... 

7 

1 

8 

9 

3 

12 

7 

3 

1 

11 

1 

3 

U 

2 

6 

5 

1 

6 

8 

1 

1 

10 

6 

3 

9 

1 

1 

2 

106 

28 

15 

1 

1 

151 

Table  6,  -  Brokers  interviewed  in  each  market  classified  by  value  of 
food  products  handled  in  I950 


Number  of  brokers  handling  volume  of  - 


Markets 

Under 
$250,000 

$250,000 
to 

$499,999 

$500,000 
to 

$999,999 

$1,000,000 

and 
over 

Total 
minber 

of 
brokers 
inter- 
viewed 

1 

1 

4 

6 

1 

1 

6 

8 

2 

7 

9 

5 

10 

15 

1 

U 

6 

I 

1 

8 

2 

7 

1 

i 

7 

1 

1 

7 

9 

8 

1 

10 

1/  12 

1 

1 

9 

11 

1 

3 

4 

2 

4 

6 

6 

6 

10 

8 

10 

1 

9 

Washington  (D.  C,)  

1 

1 

2 

4 

2 

7 

18 

123 

1/  151 

_l/  One  broker  did  not  supply  Information  on  the  value  of  products  handled. 
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program.    On  the  basis  of  the  market  survey  reported  here,  it  was  appar- 
ent that  trends  developing  in  some  markets  did  not  pertain  to  others 
even  though  these  markets  were  not  widely  separated. 

Cooperative  V/holesaling 


The  rapid  increase  and  expansion  in  cooperative  wholesaling  in  a  number 
of  markets  included  in  this  study,  is  one  of  the  most  significant  devel- 
opments in  marketing  processed  fruits  and  vegetables.  Cooperative 
wholesaling  may  be  carried  on  in  two  different  ways.    It  may  be  sponsored 
by  a  wholesaler  with  a  group  of  independent  retailers  affiliating  them- 
selves with  him  for  the  purpose  of  buying,  advertising,  or  carrying  on 
other  merchandising  activities  cooperatively.    Or,  the  wholesaling  func- 
tions may  be  retailer- owned.    Under  this  arrangement,  the  wholesale 
organization  is  owned  cooperatively  by  affiliated  groups  of  retail  gro- 
cers who  are  the  stockholders .    The  affiliated  stores  generally  purchase 
a  major  part  of  their  supplies  from  their  own  wholesale  warehouse,  which 
is  managed  and  operated  by  personnel  employed  by  the  stockholders. 
Subject  to  earnings,  the  retail  stockholders  receive  dividends  based  on 
the  volume  of  their  purchases  for  a  specified  period. 

In  many  instances,  such  cooperative  wholesaling  arrangements  appear  to 
have  developed  largely  as  the  result  of  necessity  on  the  part  of  inde- 
pendent retailers  to  streamline  their  operations  in  order  to  compete 
with  the  low-cost  methods  of  the  large  national,  regional,  or  local 
chain  stores. 

In  the  Los  Angeles  market,  for  example,  where  brokers  interviewed  esti- 
mated that  approximately  60  percent  of  the  food  sales  in  that  market 
were  made  through    independent  retail  outlets,  cooperative  wholesale 
organizations  have  become  a  major  factor  in  the  market.    Brokers  in  this 
market  indicated  that  a  number  of  wholesale  grocers  discontinued  business 
for  various  reasons  over  a  period  of  25  to  30  years  prior  to  19^0.  Since 
19^0,  the  greatest  expansion  of  cooperative  buying  organizations  has 
occurred  in  Los  Angeles  and  these  organizations  have  filled  the  void 
created  by  the  discontinuance  of  some  independent  wholesalers.    They  are 
now  extremely  important  factors  in  this  market  along  with  chains  and  the 
remaining  wholesale  grocers.    One  of  the  larger  cooperative  wholesalers, 
to  whom  cooperative  processors  sold  a  substantial  amount  of  canned  fruits 
land!  vegetables  in  19^8-^9,  was  doing  an  estimated  business  of  $130  mil- 
lion in  1950  and  had  a  membership  of  1,400  retail  stores. 

Philadelphia  is  another  market  in  which  cooperative  wholesaling  is  an 
Important  factor  in  marketing  processed  fruits  and  vegetables.  Brokers 
regarded  Philadelphia  as  a  market  in  which  there  are  probably  more  coop- 
erative buying  organizations  than  in  any  other  market  in  the  United 
States.    One  of  the  leading  cooperative  wholesaling  organizations  in  this 
market  had  2,100  retail  store  members  in  1950  and  annual  sales  of  approx- 
imately $28  million. 
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A  very  significant  difference,  however,  exists  insofar  as  brand  policy 
is  concerned  "between  the  Los  Angeles  emd  Philadelphia  markets.  Although 
cooperative  wholesaling  is  an  importgint  factor  in  "both  markets,  the  Los 
Angeles  market  is  rated  as  a  market  in  which  nationally  advertised  "brands 
dominate.    Philadelphia,  on  the  other  hand,  although  closely  resembling 
the  Los  Angeles  market  in  its  development  both  of  cooperative  wholesaling 
organizations  and  large  super  markets,  is  rated  by  brokers  as  a  private- 
label      market.    This  fact  emphasizes  again  the  importance  of  under- 
standing the  m£irketing  practices  in  individual  markets  and  that  any  gen- 
eralizations regarding  marketing  trends  can  be  rather  misleading.  It 
was  mentioned  in  the  broker  interviews  that  since  Philadelphia  is  a  very 
large  private-label  market,  at  times  buyers  ask  the  canner  who  is  a  reg- 
ular source  of  supply  to  help  in  some  way  to  offset  the  cost  of  advertis- 
ing and  featuring  these  private  brands.    It  was  stated  that  some  of  the 
canners,  selling  under  private  labels,  consider  private-brand  business 
in  Philadelphia  very  desirable.    The  cost  of  promoting  their  own  brands 
might  be  prohibitive  in  view  of  the  fact  that  those  nationally  advertised 
brands  which  are  featured  in  the  Philadelphia  market  are  promoted  in  an 
aggressive  manner. 

Several  large  cooperative  wholesalers  are  operating  in  the  Boston  market 
and  are  represented  in  every  large  market  in  New  England.    They  are  not, 
however,  considered  as  major  factors  in  the  marketing  pattern  for  these 
meirtets . 

In  the  Chicago  market,  cooperative  wholesalers  have  streamlined  their 
operations  so  that  they  can  compete  in  their  pricing  policies  with  the 
large  chain  stores  which  dominate  the  market.    The  cooperative  whole- 
salers in  the  Chicago  market  were  credited  by  brokers  with  a  reduction 
in  their  operating  margins  comparable  with  the  low  margins  taken  by  co- 
operative wholesalers  in  Los  Angeles  and  Philadelphia. 

In  the  Atlanta  (Ga.)  market  one  large  cooperative  wholesale  organization 
with  a  membership  of  360  retail  stores  was  reported  to  be  doing  an  annual 
business  of  about  $8  million  with  a  net  operating  cost  of  less  than  4 
percent . 

In  the  Richmond  market  one  cooperative  wholesaling  organization  had  a 
membership  of  270  stores  and  an  annual  volume  of  approximately  $5  mil- 
lion.   Two  other  smaller  cooperative  wholesale  orgemizations  were  also 
important  in  distributing  canned  fruits  and  vegetables. 

Cooperative  wholesaling  is  considered  an  important  factor  in  distribut- 
ing canned  fruits  and  vegetables  in  the  Washington  (D.  C.  )  market.  One 
of  the  cooperative  wholesaling  organizations  has  a  membership  of  26O  re- 
tail stores  and  Is  estimated  to  be  doing  about  10  percent  of  the  total 
grocery  business  in  this  market.    Two  other  cooperative  wholesaling  or- 
ganizations have  a  membership  of  about  100  stores  each. 

J^J  Private  labels  (or  brands),  as  used  in  this  report,  are  those  spon- 
sored by  wholesalers  or  retailers  as  distlnqulshed  from  those  spon- 
sored by  processors. 
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Cooperative  wholesale  operations  are  not  an  important  factor  in  the 
Baltimore  market.    This  no  douht  is  due  largely  to  progressive  independ- 
ent wholesale  operations.    One  large  independent  wholesaler  serving 
ahout  IfhOQ  retail  outlets  is  credited  with  performing  a  very  efficient 
and  low-cost  operation.    The  operations  of  this  large  independent  whole- 
saler closely  parallel  those  of  cooperative  wholesalers  in  many  respects. 

In  Cincinnati,  cooperative  wholesaling  is  an  important  factor  and  two 
organizations  have  a  membership  representing  more  than  800  retailers  in 
the  area.    This  is  out  of  a  total  of  approximately  2,500  retailers. 
Those  "belonging  to  the  cooperatives  are  regarded  as  representing  a 
majority  of  the  tetter  class,  larger  stores  in  the  Cincinnati  area.  One 
of  these  two  organizations  is  reputed  to  he  prohahly  the  most  outstanding 
cooperative  wholesaler  in  the  State  of  Ohio.    Brokers  indicated  it  was 
effectively  and  aggressively  meeting  chain-store  competition  in  all 
phases  of  its  operations. 

Other  markets  in  which  cooperative  wholesaling  has  developed,  "but  in 
which  it  does  not  represent  a  major  factor,  include  St.  Louis  and 
Minneapolis- St.  Paul.    In  these  markets  the  cooperative  wholesale  gro- 
cers are  marketing  largely  under  their  own  labels. 

It  is  interesting  to  note  that  while  the  cooperative  wholesaling  devel- 
opment is  a  major  factor  in  the  Los  Angeles  market,  this  is  not  the  case 
in  the  ScOi  Francisco  market,  where  large  independent  wholesalers  have 
been  aggressive  in  promoting  sales  under  their  own  labels. 

Likewise  in  the  New  York  City  market  cooperative  wholesaling  organiza- 
tions have  been  slow  to  develop  and  those  which  are  operating  do  not 
represent  the  closely  knit  type  of  organization  which  has  developed  in 
Los  Angeles  or  Philadelphia. 

Book- Selling 

Closely  related  to  the  trend  toward  cooperative  wholesaling  has  been  the 
development  of  "book- selling"  operations.    This  method  of  operation, 
while  particularly  adapted  to  the  cooperative  wholesaling  arrangement,  is 
also  used  by  some  large  independent  wholesalers.    This  is  particularly 
true  where  the  large  independent  wholesalers  have  lined  up  a  number  of 
retail  stores  with  which  they  do  business  on  a  contract  basis. 

Under  the  book-selling  operation  a  price-order  book  is  periodically  fur- 
nished the  retail  store  by  the  wholesale  organization  with  which  it  is 
affiliated.    The  price-order  book  lists  the  commodities  approved  by  the 
wholesale  bu;)'"ing  office  (referred  to  by  brokers  as  the  "front  office") 
and  the  price  per  unit.    Each  item  listed  has  a  code  number  which  is 
used  as  the  order  number  by  the  retailer.    Actually  the  price-order  book 
is  a  catalogiie  of  the  commodities  which  caji  be  ordered  from  the  wholesale 
warehouse  and  is  used  also  as  an  order  blank  with  the  quantities  desired 
inserted  by  the  retailer  after  the  code  niimber.    In  some  wholesale  organ- 
izations delivery  days  axe  specified  and  orders  must  be  received  by  the 
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wholesale  office  not  later  than  8:00  a.m.  of  the  delivery  day.    In  other 
organizations,  however,  operations  are  on  a  cash- and- carr;y  hasis. 

Cooperative  processing  associations  desiring  to  market  their  canned 
fruits  and  vegetables  through  these  large  wholesaling  organizations  are 
many  times  confronted  with  the  necessity  for  intensive  promotional  work 
"before  they  are  ahle  to  get  their  products  listed  in  the  price- order 
hook.    In  marketing  through  these  large  wholesalers,  the  procedure  is 
first  to  obtain  from  the  "front  office"  approval  for  the  retailing  of 
their  processed  products  by  the  retailers  affiliated  with  the  wholesale 
organization.    This  is  just  the  initial  step  as  it  is  then  necessary  for 
the  processor  to  contact  the  member  retail  stores  and  "sell  them"  on 
stocking  his  products  which  have  now  received  prior  approval  from  the 
wholesale  organization. 

Under  the  book- selling  operation  the  broker,  in  addition  to  his  usual 
function  of  finding  outlets  for  his  principal's  products,  is  required 
to  assume  many  of  the  merchandising  functions  previously  performed  by 
the  salesman  of  the  wholesaler.    This  includes  arremging  for  specialty 
work  at  the  point  of  sale.    The  expense  of  such  point-of-sale  promotion 
is  generally  borne  by  the  processor,  although  some  of  the  brokers  inter- 
viewed indicated  that  the  burden  of  this  expense  had  frequently  fallen 
on  them.    A  few  brokers  indicated,  however,  that  these  added  costs  were 
partially  offset  by  increased  volume. 

In  the  initial  stages,  brokers  indicated  they  frequently  furnished  trucks 
to  drop  off  a  few  cases  at  various  retail  stores  as  the  products  were 
needed.    ^Then  the  product  has  been  established  as  a  fast  mover  and  the 
rate  of  turnover  in  the  retail  stores  appears  satisfactory,  arrangements 
are  made  by  the  wholesale  organization  to  carry  stocks  in  its  warehouse . 

Although  book-selling  has  become  a  particularly  important  factor  in  the 
Los  Angeles  market,  in  varying  forms,  it  is  also  being  used  in  other 
marlsBts  as  well.    In  Boston,  which  was  generally  rated  by  brokers  as  a 
conservative  market  and  slower  to  initiate  changes  in  marketing  opera- 
tions, two  large  wholesalers,  one  of  whom  is  a  cooperative  wholesaler, 
had  adopted  this  method  of  operation. 

In  Philadelphia  several  large  wholesale  organizations  were  operating 
under  the  book- selling  method.    In  the  Minneapolis- St .  Paul  market  book- 
selling is  employed  by  the  cooperative  wholesalers  and  the  cost-plus 
independent  wholesalers  from  whom    the  large  super  markets  buy.  Brokers 
estimated  that  the  super  markets  are  buying  from  the  cost-plus  whole- 
salers for  as  low  as  cost  plus  2  percent.    In  the  Cleveland  market  many 
of  the  large  independent  super  markets  have  pooled  their  buying  power 
and  buy  under  contract  from  one  large  independent  wholesaler  employing 
the  book- selling  operation.    Under  this  arrangeiaent  they  are  also  adver- 
tising cooperatively.    This  has  been  their  most  effective  method  of 
competing  with  the  Isirge  national  chains.    Book- selling  is  employed  by 
the  cooperative  wholesaling  organizations  in  Atlanta,  Eichmond,  and 
Washington,  and  by  some  of  the  larger  independent  wholesalers  in 
Baltimore,  and  by  wholesalers  in  many  other  major  markets. 
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Lover  Operating  Iferglns 

Of  major  lnqportance  in  this  development  of  cooperative  wholesaling  and 
hook- selling  operations  is  the  reduction  achieved  in  operating  margins 
hy  these  wholesalers,  4/    In  some  cases  operating  margins  of  less  than 
3  percent  are  reported.    These  lower  wholesale  metrgins  have  "been  re- 
flected in  lower  prices  to  consumers.    In  Los  Angeles  this  type  of 
streamlined  wholesaling  as  well  as  aggressive  merchandising  hy  chain 
stores,  particularly  regional  chains,  has  resulted  in  a  highly  competi- 
tive market  where  the  prices  for  canned  foods  are  generally  regarded  as 
ahout  the  lowest  in  the  United  States. 

In  streamlining  operations  at  wholesale  levels  to  accomplish  these  lower 
operating  costs,  wholesalers  have  tended  to  shift  much  of  the  hurden  and 
risk  in  marketing  "back  to  the  processor.    The  canner  has  "been  req.uired 
to  assume  a  greater  part  of  the  storage  function  than  formerly.  These 
lower  wholesale  margins  are  also  achieved  as  a  result  of  greater  promo- 
tional effort  and  expense  on  the  part  of  the  processor.    The  added  cost 
of  these  marketing  functions,  now  shifted  to  the  processor,  indicates 
that  greater  operating  efficiency  and  lower  processing  costs  must  he 
attained  "by  the  cooperative  processor  if  he  desires  to  stay  in  the 
picture  as  a  supplier  for  such  wholeseile  outlets. 

Expansion  of  Super  Markets  ^/ 


The  increasing  number  and  greatly  expanded  operations  of  super  markets 
is  significant  in  marketing  processed  fmits  and  vegetables  in  a  number 
of  markets.    Accompanying  this  growth  of  super  markets  has  been  the  con- 
version to  self-service  retailing.    In  many  of  these  super  markets,  other 
commodity  lines  have  been  added  to  the  grocery  line .    This  was  particu- 
larly true  of  the  super  markets  in  the  Los  Angeles  and  Philadelphia  mar- 
kets, where  not  only  drugs  and  other  non-grocery  items  have  been  added 
to  their  stocks,  but  wearing  apparel  as  well.    In  a  number  of  these  super 
markets  there  are  fountain- lunch  departments.    Brokers  estimated  that 
there  aire  1,000  super  markets  in  the  Los  Angeles  market  alone.    Many  of 

h/   A  study  of  the  Los  Angeles  market  indicated  that  wholesale  meirgins 
in  1920  averaged  12  percent.    See  Ealph  Cassady,  Jr.,  and  Wylie  L. 
Jones,  "The  Los  Angeles  Wholesale  Grocery  Structure:    1920-19^6:  A 
Case  Study."    The  Journal  of  Marketing,  September  19^9 •    Vol.  XIV, 
No.  2,  pp.  169-177. 

^    There  seems  to  be  no  rigid  definition  for  a  super  market.    There  are 
certain  general  characteristics  which  usually  apply.    Generally  they 
have  more  floor  space,  larger  sales,  and  more  employees  than  typical 
independents.    They  appeal  to  buyers  on  the  basis  of  low  prices. 
Other  features  include  mass  displays,  self-service,  rapid  turn-over, 
stocking  of  nationally  advertised  brands,  limited  service  and  cash- 
and-carry  operations.  An  effort  is  generally  made  to  provide  parking 
facilities  and  they  are  frequently  located  along  main  traffic  lines. 
In  this  survey,  the  trade  appeared  to  regard  $10,000  a  week  an 
average  volume  for  super  markets. 
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these  super  markets  have  "been  particularly  aggressive  in  merchandising 
frozen  food.    Frozen  food  sales  are  claimed  Tjy  some  of  these  stores  to 
be  returning  the  highest  revenue  per  square  foot  of  floor  space  of  any 
food  commodity  they  are  handling.    Parking  facilities  have  generaHj"" 
"been  regarded  as  an  important  factor  in  the  development  of  super  markets* 
An  added  service  in  many  of  these  markets  is  the  check-out  slip  v/hich 
permits  the  customer  to  pick  up  his  purchases  at  the  "back  of  the  store, 
thus  eliminating  some  of  the  handling  and  waiting  at  the  check-out  coun- 
ter.   In  a  number  of  markets  several  independent  super  markets  have 
affiliated  to  provide  their  own  wholesaling  and  warehousing  operations. 
The  nuDiber  of  hours  super  markets  operate  daily  have  "been  increasing  and 
a  few  qf  them,  particularly  on  the  Pacific  Coast,  now  operate  on  a  24- 
hour  schedule. 

The  rapid  development  of  super  markets  in  the  Los  Angeles  area  was  re- 
garded "by  some  iDrckers  as  due,  In  part,  to  cooperative  wholesaling  which 
is  prevalent  in  this  market.    The  lower-cost  operation  of  the  coopera- 
tive wholesaler  allows  the  super  market  to  streamline  its  operations  and 
costs  to  a  point  where  it  can  compete  with  the  large  direct-buying  chain 
and,  therefore,  a  good  super  market,  well  managed,  develops  and  grows  and 
becomes  a  two-market  operation.    With  continued  development,  this  opera- 
tion expands  and  ultimately  becomes  a  small  super  market  chain  as  the 
result  of  this  low-cost  streamlined  operation.    One  broker  indicated 
that  a  17-store  chain  of  super  markets  in  the  Los  Angeles  area  was 
credited  with  selling  over  $20  million  of  dry  groceries  in  one  year. 
This,  he  pointed  out,  is  an  example  of  what  has  developed  as  a  result  of 
the  cooperative  method  of  wholesaling. 

Super  markets  in  the  Pacific  region  are  generally  considered  the  leaders 
in  their  percentage  of  the  total  grocery  and  combination  store  volume . 
Next  is  the  Middle  Atlantic  area.    A  sui*vey  of  the  super  market  volume 
in  19^9  indicated  that  super  markets  in  the  Pacific  area  did  ^2.3  percent 
and  those  dji  the  Middle  Atlantic  37.7  percent  of  the  total  grocery  and 
combination  store  volume  in  their  respective  areas,  b/   The  same  aurvej 
indicated  that  in  nvimber,  California  outranked  all  other  States  with 
1,666  super  markets  and  was  followed  by  New  York  with  1,191  super  mar- 
kets.   According  to  this  survey,  about  70  percent  of  the  new  super  mar- 
kets built  in  19^9  were  in  the  small  or  medium  classification  with  3^000 
to  8,000  square  feet  and  8.9  percent  were  in  the  21,000  to  22,000  square- 
feet  olassif ication.    It  was  further  indicated  that  while  the  average 
super  market  -vjas  8,6l7  square  feet,  those  in  the  South  Atlantic  averaged 
7,131  square  feet,  those  in  the  Middle  Atlantic  9,550  square  feet,  and 
those  in  the  Pacific  ll,3l6  square  feet.    This  same  survey  indicated 
that  in  19^9  about  28  percent  of  the  super  markets  had  full  or  partial 
self-service  in  meat  or  delicatessen  departments  or  in  both,  that  almost 
95  percent  had  a  frozen  food  department,  and  almost  three-fourths  of 
them  had  drug  and  cosmetic  departments. 


6/   Weekly  Digest,  Food  I^rkets,  January  28,  I950. 
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Detroit  is  anotber  market  in  which  the  super  Eaartet  developoent  has  Iseen 
very  importaiit .    In  addition  to  the  super  markets  of  the  corporate 
chains^  Ijrokers  indicated  there  were  approximately  100  large  independent 
super  laarkets  in  this  aiarket.    Other  markets  in  which  super  markets  are 
increasing  and  expanding  their  lines  include  St.  Louis  and  Kansas  City, 
euLthough  the  deTelopment  has  heen  at  a  somewhat  slower  rate.    A  "broker 
estimated  thst  25  percent  of  the  super  markets  in  the  Minneapolis- St . 
Paul  market  do  75  percent  of  the  grocery  husiness.    In  New  York  City, 
tho  trend  to  large  super  markets  has  not  developed  to  the  same  extent  as 
in  Los  Angeles  and  some  of  the  other  markets.    This  was  attributed  "by 
some  Drokers  to  tha  high  value  of  real  estate  which  did  not  encourage 
expanding  and  lengthening  commodity  lines.    The  trend  in  many  markets 
indicated  super  markets  were  developing  in  the  suburban  areas. 

Independent  super  markets  are  an  important  factor  in  the  large  independ- 
ent retail  volume  handled  in  the  Baltimore  market.    One  of  the  largest 
of  the  independent  super  markets  was  reported  to  be  doing  an  annual 
volume  of  approximately  $8  million.    It  stocked  drugs,  wearing  apparel, 
kitchen  utensils,  and  other  nonfood  items.    In  this  market,  some  of  the 
larger  independent  super  markets  had  assumed  the  wholesale  function 
and  we27e  operating  their  own  warehouses.    The  super  markets  In  the 
Baltimore  market  are,  for  the  most  part,  smaller  in  size  than  in  some 
of  the  other  markets  included  in  this  survey. 

In  Washington,  D.  C,  super  markets  are  reported  by  brokers  to  be  doing 
a  very  large  percentage  of  the  total  grocery  business. 

Container  Sizes 

An  important  shift  in  a  number  of  the  markets  in  which  cooperative  proc- 
essors are  marketing  their  canned  fruits  and  vegetables  has  been  toward 
smaller  can  sizes.    The  subject  of  container  sizes  is  discussed  in  some 
detail  on  pp.  43-47. 

Over- All  I^iarket  Developments  on  Brand  Policy 


The  study  made  of  the  individual  markets  supplied  by  cooperative  fruit 
and  vegetable  processors  provides  some  indication  of  the  extent  to  which 
brand  policies  fluctuate  in  specific  markets.    In  the  analysis  of  the 
sales  data  of  the  cooperatives  participating  in  this  study  the  volumes 
sold  under  processors'  and  buyers'  labels  were  examined  and  the  results 
are  presented  in  tables  20  to  25  which  appeaj:*  on  pp.  49-52. 

An  appraisal  of  each  market  in  regard  to  brand  policy  developed  from 
broker  interviews  follows: 

Atlanta  (Ga.)    This  is  predominantly  a  market  for  nationally  advertised 
brands.    Brokers  estimated  that  more  than  60  percent  of  the  canned  fruits 
and  well  over  50  percent  of  the  canned  vegetables  are  sold  under  nation- 
ally advertised  brands.    They  estimated  that  corporate  chain  stores  do 
about  6o  percent  of  the  food  business  in  this  market.    This  is  regarded 
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as  a  highly  coE^titivs  market.    CooperatiTe  wholesaling  is  an  important 
factor  in  the  toIibqs  of  l»usln©es  and  the  lov  margixis  taken  and  few  "brands 
packed  "by  cooperatiTe  processors  are  stocked  Decanse  they  lack  proiiiotion* 

BaltiJBore ,    Brokers  in  this  market  estimated  that  60  percent  of  the 
citrus  fruits  and  vegetables  are  sold  under  nationally  advertised  brands ^ 
25  percent  under  private  labrels  promoted  by  "buyers^  and  I5  percent  imder 
unadvertised  processors'  brands.    They  further  eetliUEted  thst  independent 
retail  stores  do  about  65  percent  of  the  retail  groceiy  business ^  and 
co27porate  chains  the  remaining  35  percent  =,    The  asiount  of  super  mai^ket 
business  is  important  in  the  independent  retail  store  volume «  Coopera- 
tive wholesaling  is  not  an  important  factor  in  marketing  earned  fi^uits 
and  vegetables.    Book  selling^  or  catalogue  sellirsg  as  it  is  generally 
called  in  Eastern  markets^  is  used,  particularly  by  one  large  independ- 
ent wholesaler  serving  approximately  l^^i-OO  retail  stores. 

Boston.    This  market  was  rated  by  brokers  as  pr9dom:inantly  a  buyers' 
lahel  market  for  canned  fruits  and  vegetables.    The  consensus  was  that 
considerably  more  than  half  of  the  canned  fruit  and  vegetable  sales  are 
made  under  buyers'  labels.    This  market  is  regarded  as  quality- coiascious 
with  price  a  less  important  factor  than  in  some  other  large  markets.  A 
major  factor  in  this  market  is  the  volume  of  the  corporate  chains,  one 
of  which  is  particularly  aggressive  in  promoting  sales  under  its  own 
label.    Brokers  commented  that  private- label  sales  are  increasing  and 
indicated  that  many  of  these  are  receiving  extensive  promotion,  perhaps 
even  more  than  some  of  the  nationally  advertised  brands. 

Chicago .    Rated  hy  hrokers  as  a  market  in  which  processors'  nationally 
advertised  hrands  are  the  dominant  factor,  Chicago  is  considered  a  highly 
competitive  market  and  price  is  regarded  as  the  important  item  in  market- 
ing.   Brokers  indicated  that  private-label  sales  have  been  decreasing  in 
this  market.    It  was  estimated  that  25  percent  of  the  retailers  in  this 
market  are  doing  75  percent  of  the  grocery  business, 

Cincinnati.    It  appears  that  there  is  a  preponderance  of  private  label 
buying  in  this  market.    Out  of  I7  wholesalers,  8  are  private- label  buyers 
and  represent  ahout  75  percent  of  the  wholesale  business.    In  the  chain 
field,  consisting  of  h  important  groups,  2  sell  largely  under  their  own 
private  lahels  and  2  under  processors'  lahels,  with  the  total  volume 
about  evenly  divided  hetween  them. 

Cleveland.    Chain  stores  are  rated  as  the  most  important  type  of  outlet 
in  Cleveland  and  some  brokers  credited  them  with  making  well  in  the 
neighborhood  of  70  percent  of  the  total  retail  food  sales.  Processors' 
labels  are  featured  hy  the  dominant  regional  chain,  but  private  labels 
are  featured  by  three  other  large  chains.    These  latter  three  ceurry 
nationally  advertised  labels,  but  actively  promote  their  own  brands.  The 
two  largest  wholesalers  in  this  market  are  very  strong  private- label 
houses.    One  of  these,  which  operates  on  the  "book  method,  promotes  its 
ov/n  brand  even  though  this  house  carries  nationally  advertised  hrands. 
The  third  largest  wholesaler,  aiijo  using  the  book  method,  does  promote 
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processors'  lal»els. 

Dallas.    This  market  is  one  In  which  nationaHj"  advertised  "brands  domi- 
nate in  the  sale  of  canned  fruits  and  vegetables.    It  vas  estimated  that 
almost  80  percent  of  the  total  retail  food  sales  are  made  hy  chain 
stores,    A  large  well-estahlished  wholesale  grocer  represented  the  one 
important  private- lahel  house  in  this  market.    Dallas  was  regarded  hy  the 
brokers  as  quit,e  different  from  some  of  the  highly  competitive  markets 
like  Chicago,  Detroit,  and  Los  Angeles,  in  that  such  intensive  competi- 
tion price-wise  has  not  occurred  in  this  market  and  the  price  levels  for 
processed  foods  are  generally  higher. 

Detroit.  Eated  by  brokers  as  a  very  weak  private- label  market,  Detroit 
had  only  two  important  wholesalers  pushing  their  own  labels.  It  is  con- 
sidered as  one  of  the  most  important  markets  in  the  number  of  super  mar- 
kets that  have  developed.  The  volume  of  self-service  sales  made  through 
these  super  markets  accounts  in  a  large  way  for  the  dominance  of  nation- 
ally advertised  brands.  Detroit  was  also  rated  as  one  of  the  "toughest" 
markets  in  the  United  States  in  regard  to  price  competition. 

Kansas  City.    This  is  regarded  as  a  strong  market  for  nationally  adver- 
tised brands.    Brokers  estimated  that  probably  as  much  as  6o  percent  of 
the  total  food  sales  are  made  through  chain-store  outlets  in  this  market. 
Thej""  indicated  that  a  very  large  proportion  of  all  business  in  Kansas 
City  is  derived  from  the  surrounding  rural  area.    This  was  stated  as  rep- 
resenting Diore  than  60  percent  of  the  total  volume  with  urban  consiimers 
accounting  for  less  than  hO  percent  of  all  sales.    Brokers  emphasized  the 
amount  of  specialty  work  done  at  point  of  sale  in  this  market,  which 
seems  to  be  a  long-established  practice . 

Los  Angeles.    Sales  of  nationally  advertised  brands  are  the  dominant  fac- 
tor in  this  marlcet,  according  to  the  brokers  interviewed.    In  general, 
strong  promotion  and  advertising  are  regarded  as  prerequisites  to  shelf- 
stocking  of  any  food  lines  in  this  market.    The  streamlining  of  wholesale 
operations  in  this  market,  where  a  strenuous  effort  is  being  made  to  re- 
duce wholesale  operating  margins,  has  largely  resulted  in  shifting  promo- 
tional expense  to  the  supplier.    Practically  every  type  of  grocery  store 
has  been  converted  to  a  self-service  basis. 

Brolcers  estimated  that  the  independent  retail  stores  accounted  for  almost 
60  percent  of  the  total  retail  sales  of  canned  fruits  and  vegetables. 
The  cooperative  wholesaling  and  book-selling  organizations  with  which 
these  independent  retail  stores  are  so  extensively  affiliated  in  the  Los 
Angeles  market  have  already  been  discussed  in  some  detail  on  pp.  l4-l8. 
An  estimated  10,000  distribution  outlets,  with  about  20  percent  of  them 
doing  almost  80  percent  of  the  total  canned  fruit  and  vegetable  business, 
operate  in  this  market. 

Minneapolis- St .  Paul.    At  one  time  this  market  was  rated  as  a  very  strong 
private- label  market,  but  following  World  War  II  a  marked  swing  to  nation- 
ally advertised  brands  occurred.    Although  not  as  large  as  formerly,  a 
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considera'ble  voliane  Is  still  sold  under  private  labels.    This  market  is 
the  "buying  center  for  some  very  large  wholesale  distributors.    Two  of 
the  larger  wholesalers  have  distribution  territories  which,  in  addition 
to  Minnesota,  include  North  and  South  Dakota,  and  Iowa. 

Hew  York  City.    This  market  was  described  by  brokers  as  being  predomi- 
nantly a  private-label  market.    Most  of  the  large  wholesalers  were  said 
to  be  selling  under  their  own  labels  and  were  aggressively  promoting 
these  brands.    Brokers  estimated  that  considerably  more  than  half  the 
sales  of  canned  fruits  and  vegetables  in  this  market  are  made  under  pri- 
vate labels.    14ost  of  the  leading  wholesalers  in  this  market  employ  gro- 
cery salesmen  and  the  consensus  of  the  brokers  interviewed  was  that  these 
large  wholesalers  could  not  maintain  the  volume  of  business  they  do  with- 
out such  salesmen.    Chain  stores  were  credited  by  brokers  with  about  50 
percent  of  the  total  volume  of  sales  in  this  market.    It  ^re.s  estimated  by 
brokers  that  there  are  approximately  20,000  retail  food  stores  in  the  New 
York  market,  classified  about  as  follows:    2,000  corporate  chain  stores, 
2,000  leading  Independent  retail  stores,  2,200  stores  affiliated  with  the 
leading  cooperative  buying  organizations,  and  10,000  of  the  smaller  fam- 
ily-owned independents,  referred  to  by  brokers  as  the  "Mom  and  Pop"  type 
of  store.    The  New  York  City  market  has  represented  an  important  market 
for  fruits  and  vegetables  processed  by  cooperatives  selling  largely  under 
buyers'  labels.    In  some  of  the  markets  where  nationally  advertised 
brands  are  the  dominant  factor,  cooperative  canners  have  been  in  8  less 
favorable  position. 

Philadelphia.    This  market  is  regarded  by  brokers  as  a  very  strong  pri- 
vate-label market  for  processed  foods  and  every  large  distributor  from 
the  corporate  chains  down  the  line,  with  one  exception,  is  Interested  in 
promoting  his  own  private  label.    The  one  exception  is  a  very  large  and 
progressive  super  market  operation  which  features  nationally  advertised 
brands.    They  likewise  have  their  own  private  brand,  but  the  advertised 
brands  come  first,    A  big  percentage  of  business  in  this  market  is  con- 
trolled by  the  corporate  chains,  the  super  markets,  and  the  cooperative 
wholesalers.    Brokers  estimated  that  chains  did  between  50  and  6o  percent 
of  the  total  grocery  business.    The  old-line  wholesale  grocer  here  has 
found  it  necessaiy  to  revamp  his  style  of  doing  business  in  order  to  meet 
this  competition  and  book  selling  is  outstanding  in  this  market. 

Pittsburgh.    This  market  is  rated  as  one  in  which  nationally  advertised 
brands  appeared  to  have  the  lead  over  private  labels.    It  is,  however, 
considered  an  important  outlet  for  private  labels  to  the  wholesale  trade, 
but  particLilarly  to  the  institutional  trade .    Quality  is  the  important 
factor  in  these  sales  to  the  institutional  trade.    Cooperative  processors 
are  regarded  as  being  in  a  favorable  position  to  supply  both  types  of 
trade  imder  private  labels. 

Portland  (Ore,)    Private  labels  were  rated  as  being  in  a  strong  position 
in  this  market.    However,  many  brokers  indicated  that  this  strong  pri- 
vate-label market  did  not  apply  to  all  items  in  the  canned- foods  line. 
Some  brokers  indicated  that  the  position  of  private  labels  was  beginning 
to  weaken. 
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Blchmond  (Va.)    This  is  another  important  market  for  nationally  adver- 
tised "brands  and  it  was  estimated  "by  hrokers  that  at  least  70  percent  of 
the  canned  fruits  and  vegetahles  are  sold  under  nationally  advertised 
hrands.    The  chains  accounted  for  an  estimated  6o  percent  of  the  total 
"business.    Next  in  importance  to  corporate  chains,  cooperative  wholesale 
organizations  are  important  outlets  in  distributing  canned  fruits  and 
vegetables .    These  organizations,  for  the  most  part,  are  interested  in 
promoted  "brands.    Independent  wholesalers  do  some  promotion  of  private 
la"bels  "but  most  of  their  sales  are  to  "coimtry"  wholesalers  servicing 
rural  areas  in  Virginia.    Institutional  buyers  are  also  regarded  as  im- 
portant in  this  market. 

San  Francisco.    This  was  rated  as  a  very  strong  private- label  market, 
especially  for  canned  fruits  and  vegetables.    The  leading  wholesale 
grocers  promote  their  own  la"bels  so  aggressively  that  the  results  are  as 
effective  as  those  for  nationally  advertised  brands  in  this  market.  San 
Francisco  is  considered  a  particularly  good  market  for  the  institutional 
trade  "because  of  the  large  number  of  restaurants  and  eating  places. 

St.  Louis.    This  is  considered  a  private-label  market  by  brokers.  It 
was  described  as  a  conservative  market  and  one  in  which  buyers  are  loyal 
to  their  customary  sources  of  supply.    The  volume  of  food  sales  is 
largely  split  between  that  of  corporate  chains  and  that  done  by  coopera- 
tive wholesale  affiliates  and  independent  super  markets.    Wholesale  gro- 
cers were  reported  by  brokers  as  having  been  rather  aggressive  in  meeting 
the  competition  of  the  large  chain  stores. 

Washington,  (D,  C.)    This  was  rated  by  brokers  as  a  "brand- conscious" 
market  in  which  approximn.tely  70  percent  of  the  sales  of  canned  fruits 
and  vegetables  are  made  under  nationally  advertised  brands.  Brokers 
estimated  that  chain  stores  are  the  dominant  factor  in  food  sales  ac- 
counting for  about  70  percent  of  the  total  grocery  volume .  Cooperative 
wholesaling  operations  are  important  in  distributing  canned  fruits  and 
vegetables.    Washington  is  generally  regarded  by  brokers  as  perhaps  the 
leading  institutional  market  in  the  country  on  a  per  capita  basis.  This 
is  due  not  only  to  the  large  percentage  of  transient  population  eating 
in  hotels  and  restaurants,  but  also  to  the  fact  that  large  segments  of 
the  relatively  permanent  population,  including  Government  workers, 
patronize  restaurants  and  other  eating  places  more  or  less  regularly. 
Baltimore  wholesalers  were  reported  doing  a  sizable  business  in  the 
Washington  market.    In  some  instances  the  same  broker  represents  the 
cooperative  principal  in  both  markets.    This  market  differs  from  many  of 
the  other  markets  studied  in  that  most  of  the  merchandise  brought  into 
the  market  is  sold  here .    A  number  of  the  other  markets  are  regarded  as 
primary  in  character  with  a  considerable  volume  being  moved  out  to  sec- 
ondary markets  for  sale  to  ultimate  consumers. 
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DistrilDution  Channels 
Channels  Employed  "by  Cooperative  Fruit  ajad  Vegetable  Processors 


The  sales  records  funiished  "by  the  cooperatives  participating  in  the 
study  were  analyzed  with  respect  to  the  channels  of  distribution  they 
employed  in  19^8-49  in  marketing  canned  fruits  and  vegetables.    The  re- 
sults of  this  analysis  are  shown  in  tables  7  and  8. 

The  percentage  of  sales  made  through  brokers,  direct,  and  through  other 
channels,  according  to  types  of  buyers,  by  cooperatives  marketing  canned 
noncitrus  fruits  and  vegetables  and  those  marketing  canned  citrus  Juices 
and  segments  is  shown  in  table  7  and  chart  k.    Slightly  more  than  92  per- 
cent of  the  sales  made  by  noncitrus  fruit  and  vegetable  associations  to 
wholesale  grocers  and  to  independent  retailers  were  made  through  brokers. 
Of  the  sales  these  associations  made  to  chain  stores  emd  super  markets, 
k2  percent  were  made  direct.    More  than  72  percent  of  the  total  sales  of 
noncitrus  fruits  and  vegetables  made  to  all  types  of  buyers  were  made 
through  brokers. 

Citrus  associations  made  a  smaller  percentage  of  their  sales  direct  to 
chains  and  super  markets.    Thirty-one  percent  of  their  sales  of  canned 
citrus  Juices  and  segments  to  chains  and  super  markets  were  made  direct 
compared  with  k2  percent  of  the  sales  made  by  noncitrus  fruit  and  vege- 
table associations.    Slightly  over  59  percent  of  the  sales  made  to  all 
types  of  buyers  by  the  citrus  associations  were  made  through  brokers. 

Of  the  total  sales  made  by  all  associations  included  in  tne  study,  two- 
thirds  were  made  through  brokers  in  the  19kQ-k^  season. 

The  percentage  of  sales  made  by  the  individual  associations  through  each 
channel  is  shoTO  in  table  8.    One  association  made  all  of  its  sales 
direct  and  another  association  made  more  than  90  percent  of  its  sales 
direct.    On  the  other  hand,  an  association  marketing  noncitrus  fruits 
sold  its  entire  volume  through  brokers  and  made  no  direct  sales  in 
1948-^9.    Four  other  associations  sold  95  percent  or  more  of  their  total 
volume  through  brokers  in  19^8-49. 
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Tatie  8,  -  P&rcentag©  of  sales  of  canned  fruits  and  vegetal)les  made 
through  specified  distrlhution  channels,  1948-1+9. 


Percentage  sold 


Numher  of  associations  selling 
specified  percenteige  through  — 


Brokers 


Direct 


Other  1/ 


None  

0.1  -  10.0 
10.1  -  20.0 
20.1  -  30.0 
30.1  -  40.0 
kO,l  -  50.0 
50.1  -  60,0 
60.1  -  70.0 
70.1  -  80.0 
80.1  -  90.0 
90.1  -  100.0 

Total,. 


1 
1 


1 

3 
3 
3 
5 
5 
5 


27 


1 

5 
k 

5 
3 
3 
3 
1 


27 


22 
5 
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l/   Sales  mde  through  special  sales  outlets,  through  other  wholesalers, 
etc. 


Functions  of  Food  Brokers 


The  role  of  the  food  "broker  in  marketing  canned  fruits  and  vegetables 
processed  hy  cooperative  associations  is  an  importeuit  one.    He  seizes  as 
the  seller's  agent  in  the  market  and  it  is  his  function  to  find  outlets 
for  the  producers'  products.    For  this  function  he  receives  brokerage, 
which  is  a  specified  percentage  paid  on  the  volume  of  products  he  sells. 
The  "brokerage  paid  "by  these  cooperatives  in  1948-49  averaged  around  3 
percent,  although  son©  cooperatives  were  paying  2  percent  and  a  few  were 
paying  more  than  the  average  3  percent.    The  "broker  generally  desires  to 
represent  as  many  noncompetitive  products  of  known  quality  or  reputation 
as  he  can  efficiently  handle.    Since  his  costs  are  spread  over  a  varied 
line,  the  representation  is  accomplished  at  a  minimum  rate  to  the  prin- 
cipals.   The  fixed  brokerage  rate  permits  the  principal  to  know  his 
selling  cost  before  the  transaction  is  completed. 

Although  food  brokers  deal  principally  with  the  wholesale  buyers 
(wholesale  grocers,  chains,  etc.)  they  can,  however,  give  merchandising 
assistance  at  the  retail  level.    Field  staffs  are  maintained  to  aid  in 
introducing  new  products  and  to  engage  in  "missionary"  work  at  the  retail 
level.    Brokers'  specialty  men  may  participate  in  distributing  advertis- 
ing material,  direct  sampling  and  specialty  sales  work,  and  in  arranging 
for  cooperative  advertising  with  dealers.    They  frequently  check  on  re- 
tall  stocks  and  displays  of  the  items  they  handle.    They  may  even  check 
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on  the  prices  at  which  the  products  are  being  retailed.    One  "broker,  for 
example^  cited  the  case  of  a  retailer  who  was  in  serious  error  on  his 
retail  price  "because  he  had  mistaken  the  size.    Unless  quickly  corrected, 
this  could  have  operated  to  the  disadvantage  of  the  cooperative  princi- 
pal. 

In  those  markets  where  wholesaling  operations  have  been  extensively 
streamlined  in  order  to  reduce  the  wholesaler's  operating  costs,  it  has 
become  necessary  for  the  broker  to  assume  many  of  the  functions  which 
formerly  were  performsd  by  the  salesmen  of  the  wholesale  grocers.  This 
is  particularly  ti*ue  of  the  promotional  work  at  the  retail  level  which 
the  broker  is  required  to  do.    Some  of  these  added  functions  have  already 
been  referred  to  in  the  discussion  of  developments  in  the  various  mar- 
kets, pp.  12-24. 

The  broker  is  a  specialist  in  dealing  with  the  wholesale  and  retail  trade 
in  his  market  and  serves  as  his  principal's  "eyes  and  ears"  in  observing 
marketing  trends  and  changes  in  his  area.    One  broker,  when  queried  on 
his  method  of  keeping  informed  on  market  conditions,  stated  that  he  ob- 
tained his  information  "from  those  he  sold  to,  for,  and  against."  In 
general,  the  brokers  interviewed  in  this  study  were  well  informed  and 
conversant  with  the  developments  and  trends  in  their  markets.    They  were 
regarded  as  being  in  a  strategic  position  to  appraise  the  competitive 
position  of  the  cooperative  principals  they  represented. 

Broker- Principal  Contacts 

Brokers  interviewed  in  this  study  were  questioned  regarding  the  adequacy 
and  types  of  contacts  they  had  with  their  cooperative  principals.  Four- 
fifths  of  the  brokers  indicated  that  they  regarded  their  contacts  with 
their  cooperative  principals  as  adequate.    Among  the  more  Important 
reasons  given  by  20  percent  of  the  brokers  for  unfavorable  broker- prin- 
cipal relationships  was  the  failure  of  the  principal  to  visit  the  market 
and  see  the  buyers  often  enough.    This  was  by  far  the  most  frequent 
criticism  made  of  cooperative  principals.    Greatest  dissatisfaction  re- 
garding failure  to  visit  the  market  was  expressed  by  Chicago  brokers. 

Other  comments  reflected  unfavorably  on  the  business  methods  of  some 
cooperative  principals,  with  brokers  indicating  that  the  sales  manager 
is  "slow  in  answering  correspondence,"  "slow  in  confirming  orders,"  or, 
that  "no  one  is  appointed  to  act  in  the  sales  manager's  place  when  he  is 
absent  from  the  office." 

With  respect  to  the  matter  of  confirming  sales  orders  promptly,  the  use 
of  a  brief  acknowledgment  post  card  by  some  cooperative  principals  was 
highly  commended,    A  card  similar  to  the  one  shown  on  page  30  frequently 
eliminates  the  necessity  for  a  letter  and  encourages  prompt  acknowledg- 
ments to  brokers.    The  card  can  be  printed  with  variations  to  suit  the 
needs  of  the  individual  association. 
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(Name  of  cooperative  association) 

Date   19 

To :  (Najoae  of  'broker)  

 (Address)  


This  acknovledges  your  Sales  Orders 

Nos.  

(Method  and  date  of  shipment,  etc.) 


Thank  you, 

(Name  of  cooperative  association) 
By  


In  some  instances  brokers  indicated  that  they  had  not  been  kept  well 
posted  by  their  principals.    Many  "brokers  said  they  could  never  receive 
too  much  posting  from  their  principals.    It  was  evident,  too,  that  they 
appi^clate  originality  or  variety  of  presentation  in  the  circulars  and 
notices  they  receive  from  the  principals.    They  indicated  that  even  a 
little  variety,  such  as  a  change  of  color  in  circulars,  so  that  they 
attract  their  attention,  would  be  appreciated.    Some  replies  indicated 
that  even  though  btrokers  were  not  actively  selling  in  a  market,  they 
should  be  kept  posted  by  their  principals.    Frequently  the  broker  indi- 
cated that  he  had  never  been  informed  regarding  the  principal's  over-all 
marketing  program,  which  put  him  in  a  less  favorable  position  in  repre- 
senting the  association  than  if  he  wei^  well  informed  regarding  the  sales 
policies  of  the  cooperative . 

Msthods  of  Communication 

Brokers  alsq^  were  asked  to  indicate  the  methods  of  communication  employed 
in  contacting  their  cooperative  principals.    The  principal  methods  used 
"by  brokers  in  contacting  the  cooperative  processors  they  represented  are 
shown  in  table  9»    Almost  a  third  of  the  replies  indicated  that  a  com- 
bination of  methods,  which  included  telephone,  wire,  letter,  and  personal 
contacts,  was  used. 

The  "brokers  indicated  that  the  method  of  communication  used  was  largely 
dependent  on  the  urgency  of  the  situation  and  they  would  use  any  type  of 
communication  which  would  bring  orders  that  justified  the  expense .  MDSt 
"brokers  preferred  to  use  the  telephone .    This  method  permitted  prompt 
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Table  9.  -  Msthods  employed  "by  "brokers  in  contacting 
cooperative  principals^  1950 


Percentage  of 

Method  of  cormminication 

brokers  employing 

method  specified  — 

7.0 

7.7 

5.1 

1.3 

2.6 

3.2 

3.2 

18.6 

8.3 

6,k 

10.3 

Telephone-personal  visit-wire- letter . , . . 

26.3 

100.0 

verbal  confirmation  of  the  sale  by  the  cooperative  principal,  which  could 
be  followed  by  more  formal  confirmation  later.    The  use  of  teletype 
appears  to  be  increasing. 

Uumber  of  Years  Brokers  Represented  Cooperative  Principals 

Brokers  were  asked  to  indicate  the  ninnber  of  years  they  had  represented 
their  cooperative  principals.    The  number  of  brokers  representing  cooper- 
ative principals  for  specified  years  is  shown  in  table  10  for  each  market 
included  in  the  survey. 

In  seven  instances  the  broker  had  represented  the  cooperative  principal 
for  a  period  of  more  than  25  years.    Approximately       percent  of  the  re- 
plies indicated  that  the  broker  had  represented  the  cooperative  principal 
5  years  or  less  and  another  24  percent  indicated  a  period  of  6  to  10 
years . 

Buyers  of  Canned  Fruits  and  Vegetables  Processed  by  Cooperatives 

The  sales  records  of  the  cooperative  processors  participating  in  this 
6tudy  were  analyzed  with  respect  to  the  principal  types  of  buyers  to 
whom  these  associations  sold  their  products  in  19^8-49.    An  analysis 
also  was  made  of  the  volume  purchased  by  each  customer  in  that  season. 
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Tatle  10.  -  Number  of  years  "brolcer  represented  cooperative  principal 

in  market,  1950 


NijmlDer  of  cooperative 

accounts 

represented  for  period  specified  — 

Total  muiiber 

16-20 

Over 

of  coopera- 

years 

6-10 

11-15 

21-25 

25 

tive  accounts 

or 

years 

years 

years 

years 

less 

years 

Atlanta .............. 

"5 
J 

T 
X 

8 

Baltimore  l/...  

p 

1 

X 

12 

6 

1 

6 

1 

Ik 

Chlcafo .............. 

7 

ll 

1 

16 

C  inc  iimat  i. 

p 

c 

T 

J- 

1 

_L 

6 

o 

C 

O 

P 

1 

JL 

1 

J- 

8 

Q 

1 

lif 

Detroit 

•5 
J 

1 

-> 

1 

1 

1 

10 

6 

5 

2 

1 

1 

15 

Los  Angeles 

5 

3 

3 

1 

1 

1^ 

Minneapolis- St ,  Paul. 

3 

5 

2 

10 

■7 

( 

T 
J. 

J 

d. 

J. 

T 
X 

15 

9 

1 

2 

16 

2 

1 

7 

5 

3 

8 

ii 

3 

7 

7 

3 

2 

1 

13 

7 

3 

5 

15 

Washington  (D.  C.)  1/ 

2 

2 

3 

2 

9 

97 

52 

36 

14 

10 

7 

216 

l/    Brokers  representing  the  same  cooperative  principals  in  Baltimore  and 
Washington  are  included  for  Baltimore  only. 
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Types  of  Buyers 

TalDle  11  shows  the  percentages  of  the  three  major  commodity  groups  vhich 
were  sold  to  each  type  of  "buyer  in  1948-49,    Wholesale  grocers  purchased 
more  than  half  the  noncitrus  fruits  and  the  vegetables,  but  only  slightly 
over  a  third  of  the  citrus  juices  and  segments.    Chain  stores  and  super 
markets  purchased  approximately  a  fourth  of  the  citrus  juices  and  seg- 
ments and  the  noncitrus  fruits,  and  more  than  a  third  of  the  vegetables. 
The  high  percentage  of  citrus  juices  and  segments  purchased  by  other 
buyers,  which  included  Government,  processors,  institutions,  consumers, 
and  all  other  buyers  not  separately  classified,  is  accounted  for  by  the 
large  volinne  sold  to  other  processors.    One  of  the  five  citrus  associa- 
tions included  in  the  study  was  selling  a  large  part  of  its  volume  to 
another  large  food  processor. 

Volume  Purchased  by  Individual  Buyers 

Some  associations  preferred  not  to  supply  the  names  of  their  customers, 
although  they  were  willing  to  supply  their  types  and  locations.  The 
sales  data  of  the  cooperatives  supplying  the  names  of  their  customers 
were  analyzed  with  respect  to  the  volunB  purchased  by  each  customer  dur- 
ing the  1948-49  season.    All  but  two  of  these  associations  sold  from  4o 
to  6o  percent  of  their  total  volume  to  less  than  10  percent  of  the  total 
number  of  customers  buying  from  them  in  1948-49. 


Table  11.  -  Percentage  of  canned  fnaits  and  vegetables  sold  by  27 
cooperatives  to  each  type  of  buyer,  1948-49 


Type  of  buyer 

Percentage  sold  to  type  of  buyer 
specified  of  — 

Canned 
citrus 
juices  and 
segments 

Canned 
noncitrus 
fruits  1/ 

Canned 
vegetables 

Chain  stores  and  super  markets . , 

34.3 
24.5 

0.5 
38.2 

2.5 

51.8 
24.8 

0.3 
21.0 
2.1 

57.8 
35.6 
0.2 
5.8 

0.6 

100.0 

100.0 

100.0 

1/    Includes  noncitrus  fruit  juices. 

2/    Includes  sales  to  Government,  processors,  institutions,  and  to  con- 
siAmers  and  other  purchasers  not  sepeirately  classified. 
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Potential  Biiyerg  Under  Sales  Program 

In  the  "broker  survey "brokers  were  questioned  regarding  the  types  of 
"buyers  in  their  markets  to  whom  they  thought  cooperative  processors 
should  direct  their  promotional  efforts.    Ta"ble  12  shows  the  number  of 
"brokers  indicating  specified  types  of  sales  outlets  where  they  preferred 
to  see  promotional  work  done  in  their  markets  "by  their  cooperative  prin- 
cipals. 

Chain  stores  as  a  single  group  were  regarded  as  tiie  most  important  out- 
let for  future  promotional  work.    The  comhination  of  chain  stores  and 
wholesale  grocers  ranked  third  in  the  num"ber  of  responses.  Institutional 
"buyers  as  a  single  factor  were  regarded  as  particularly  important  in 
Chicago  and  Pittsburgh  and  somewhat  less  so  in  Atlanta,  Los  Angeles, 
Philadelphia,  and  San  Francisco. 

Transportation 


The  sales  records  of  the  associations  cooperating  in  the  study  were 
analyzed  with  respect  to  the  principal  methods  of  transportation 
employed  by  these  associations  in  moving  their  canned  fruits  and  vege- 
tables to  market  in  the  19^8-^9  season. 

Principal  Ifethods  of  Transportation  Used 


An  analysis  of  the  transportation  methods  used  is  shown  in  tables  I3  and 
Ih,    In  table  13  the  data  are  broken  down  to  show  principal  methods  used 
by  the  citrus  associations  and  by  all  other  associations.    More  than  60 
percent  of  the  products  sold  by  both  groups  of  cooperatives  were  trans- 
ported by  rail.    Slightly  over  20  percent  of  the  ceinned  citrus  juices 
and  segments  and  approximately  1^  percent  of  the  noncitrus  fruits  and 
vegetables  processed  by  these  cooperatives  arrived  at  primary  markets  by 
water , 

The  percentage  of  products  marketed,  shipped  by  the  three  principal 
methods  of  transportation,  is  shown  for  the  Individual  associations  in 
table  1^1-,    Only  one  association  processing  vegetables  made  no  shipments 
by  rail,  moving  all  of  its  products  by  motortruck  to  nearby  markets  on 
the  Eastern  Seaboard.    Two  other  associations  shipped  90  percent  or  more 
of  their  volume  by  motortruck  .  One  of  these  was  selling  a  major  portion 
of  its  volume  to  large  chain- store  buyers  in  nearby  markets.    On  the 
other  hand,  two  associations  shipped  between  80  and  90  percent  of  the 
products  it  sold  by  rail  and  10  others  shipped  60  percent  or  more  by 
rail. 

Water  transportation  when  available  and  when  transit  time  was  not  an 
important  factor,  was  generally  used  because  of  the  lower  rates.  In 
many  shipments  all  three  methods  of  transportation  were  used.  Shipments 
from  the  "West  Coast  to  interior  markets  on  the  East  Coast  frequently 
moved  by  rail  or  truck  to  port,  then  by  water  to  the  Eastern  Seaboard, 
completing  the  trip  by  truck  or  rail  to  the  interior  market.    In  the 
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Table  13.  -  Methods  of  transportation  employed  by  cooperatives  In  marketing 
canned  fruits  and  vegetables,  1 948-49 


Method  of  transportation 
employed  and  type  of  buyer 

Percentage  of  shipments  via 
specified  method  made  by  - 

Noncltrus  fruit 
and  vegetable 
associations 

Citrus 
associations 

All  associations 

Rail: 

Percent 
35.9 

1  f  .0 

0.3 
8.9 
1.4 

Percent 

25.3 

0.4 
22.1 
1.7 

Percent 
31.3 

J.5.0 

0.3 
14.6 
1.6 

Chain  stores  and  super  markets... 
Independent  retailers 

64.1 

62.5 

63.4 

Water:  1/ 

Wholesale  grocers...,...,..,,..,. 

6.3 
4.0 
0.1 
2.8 
0.3 

4.4 
10.1 
0.1 
5.7 
0.4 

6.6 
0.1 
4.1 
0.3 

Chain  stores  and  super  markets,,. 

13.5 

20.7 

16.6 

Truck:  2/ 

12.7 
6.0 
0^2 
3.1 
0.4 

5.1 

4/ 
9.7 
0.3 

9.4 
0.1 

6.0 
0.3 

Chain  stores  and  super  markets... 

22.4 

16.0 

19.6 

Picked  up  at  plant:  ^7 

1/ 
4/ 

i 

0.6 

V 

4/ 
OT3 

V 

Chain  stores  and  super  markets... 

y 

0.6 

0.3 

Truck  and  rail:  6/ 

4/ 

5/ 

4/ 

5/ 

0.2 

V 

4/ 
1/ 

0.1 

y 

Chain  stores  and  super  markets... 

Other  2/  

0.2 

0.1 

100.0 

100.0 

100.0 

1/  Includes  shipments  for  which  truck  or  rail  transportation  was  used  in  hauling  commodities  to 
or  from  port  of  origin  or  arrival,  but  major  portion  of  routing  was  via  water. 

Z/  Includes  sales  to  Government,  processors.  Institutions,  retail  buyers,  and  to  consumers  and 
other  purchasers  not  otherwise  classified. 

3/  Includes  buyers'  trucks. 

tF/  Less  than  .05  percent. 

5/  Picked  up  at  plant  by  privately  owned  vehicle. 

£/  Both  truck  and  rail  were  used  for  substantial  portions  of  the  shipment. 
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Table  1^.  -  Percentage  of  shipments  of  canned  fruits  and  vegetables 
made  by  rail,  water,  and  motortruck,  19^8-^9 


Percentage  shipped 


Number  of  associations  shipping 
indicated  percentages  by  - 


Eail 


Water  l/ 


MDtortruck 


None  

0.1  -  10.0  

10.1  -  20.0  

20.1  -  30.0  

30.1  -  kO,0  

kO.l  -  50.0  

50.1  -  6o.o  

6o.l  -  70.0  

70.1  -  80.0  

80.1  -  90.0  

90.1  -  100.0  

Total  associations 


1 

2 

1 
1 

2 
8 
k 
6 
2 


9 
8 
k 


27 


27 


5 
5 
7 
2 
h 


27 


l/  Includes  shipmsnts  in  which  rail  or  truck  transported  commodities  to 
or  from  ports  of  origin  and  arrival  but  major  portion  of  routing  was 
by  water. 


analysis  of  the  sales  records,  shipments  were  classified  on  the  basis  of 
the  carrier  which  was  most  important  in  the  length  of  haul. 

Eail  shipments  by  most  associations  move  in  carloads  at  carload  rates. 
However,  a  few  of  the  associations  reported  less- than- carload  shipments. 
A  small  percentage  of  shipmsnts  moved  by  railway  express. 

Use  of  Pool  Cars  and  Pool  Trucks 

The  sales  records  indicated  that  many  of  these  associations  were  making 
shipments  in  pool  cars,  thereby  benefiting  by  the  lower  freight  rate  on 
carload  shipments  by  pool  car.    A  pool  car  is  a  carload  of  a  number  of 
small  lots  shipped  to  several  consignees.    Pool-car  shipments  are  routed 
to  central  points  for  subsequent  distribution  to  buyers.    One  important 
function  of  the- broker  is  to  arrange  for  pool- car  shipments.  Generally 
he  sees  that  deliveries  from  pool  cars  are  made  to  the  respective  buyers 
and  that  each  buyer  is  billed  for  his  proportional  share  of  the  freight 
charge  on  the  car  if  the  freight  is  not  prepaid.    The  size  of  the  market 
and  the  individual  orders  received  from  the  market  largely  determine  the 
extent  to  which  pool  cars  are  used.    In  some  of  the  smaller  markets  where 
pool-car  shipnents  cannot  be  readily  handled,  it  is  necessary  to  resort 
to  less- than- carload  shipments  when  small  lots  are  shipped  by  rail. 
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The  seasonal  aspect  is  an  important  factor  in  arranging  for  pool-car 
shipments.    At  the  peak  of  the  processing  season,  the  volume  of  sales  is 
generally  sufficient  to  make  up  carload  shipments.    However,  as  the 
season  progresses  and  the  volume  of  sales  to  individual  buyers  or  offer- 
ings of  commodity  lots  decrease,  pool-car  operations  "become  particule^^ly 
advantageous , 

A  number  of  associations  reported  shipments  made  by  pool  truck.  This 
method  is  similar  to  the  pool-car  arrangement  in  that  the  truck  load  is 
comprised  of  small  lots  which  are  subsequently  distributed  to  buyers  and 
each  buyer  bears  his  proportional  share  of  the  trucking  costs. 

Included  under  truck  shipments  in  table  I3  are  shipments  moving  in  buy- 
ers '  trucks.    A  number  of  the  associations  reported  substantial  volumes 
transported  in  buyers '  trucks .    When  buyers  are  located  within  trucking 
distance  of  canneries,  the  buyers  frequently  arrange  to  pick  up  the  or- 
der at  the  cannery.    Under  such  an  arrangement,  savings  are  effected  in 
transportation  costs  and  time.    Inasmuch  as  most  associations  were  quot- 
ing prices  f .o.b.  their  warehouses,  such  arrangements  entailed  no  price 
concessions.    The  only  exception  would  be  in  the  case  of  delivered 
prices,  where  a  price  concession  would  be  made  on  the  basis  of  commercial 
transportation  charges. 

A  few  associations  showed  some  very  small  orders  "picked  up  at  plant," 
with  no  indication  of  the  type  of  transportation  employed.    It  was 
assumed  that  a  privately- owned  vehicle  was  used  --  truck,  station  wagon, 
or  automobile.    These  shipments  are  shown  separately  in  table  I3  under 
the  heading  "Picked  up  at  plant." 

Commodity  Grades 


In  processing  canned  fruits  and  vegetables,  two  inspections  are  generally 
required.    The  raw  products  are  inspected  first  and  the  canned  products 
second.    Some  associations  employ  their  own  inspectors  to  see  that  all 
raw  materials  used  meet  the  standards  set  by  the  association.    Others  use 
Federal,  State,  or  Federal- State  inspectors.    It  is  necessary  to  inspect 
the  raw  materials  in  order  to  obtain  imiformity  ol"  operations  and  to  pro- 
vide a  standardized  product  of  known  quality. 

After  processing,  many  associations  depend  upon  their  own  inspectors  to 
maintain  controls  over  the  quality  of  the  pack.    In  order  to  check  on 
their  own  inspection  operations  and  laboratory  controls,  samples  may  be 
submitted  at  intervals  to  Federal  inspectors,    ffeny  of  the  cooperative 
processors  use  Federal  standards  in  determining  quality  grade  while 
others  have  developed  their  own  quality  standards.    Others  use  various 
combinations  of  Federal,  State,  and  other  standards. 

Quality  standards  were  established  by  the  United  States  Department  of 
Agriculture  largely  as  a  result  of  demands  of  canners,  bankers,  and 
dealers  in  canned  foods,  and  insistence  by  consi;uner  groups.  Although 
the  canning  industry  has  used  grades  in  wholesaling  operations  for  many 
years,  for  the  most  part  these  grades  have  not  carried  through  to  the 
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consua»r.  Grade  la"beling  is  now  used  hj  some  large  chains  and  important 
vholesalers  selling  under  private  labels,  as  ^^ell  as  by  consumer  coopera- 
tive associations  on  their  ovm  brands. 

The  quality  grades  for  canned  fruits  and  vegetables  established  by  the 
United  States  Department  of  Agriculture  are  identified  by  simple  letter 
designations  and  their  corresponding  trade  descriptions,  such  as  Grade  A 
(Fancy),  Grade  B  (Extra  Standard  or  Choice),  Grade  C  (Standard),  and 
Grade  D  (Substandard).    Canners  may  grade  their  own  products  in  conform- 
ity with  the  standards  set  up  by  the  United  States  Department  of  Agricul- 
ture.   If  the  United  States  Department  of  Agriculture  terms  (Grade  A  or 
Fancy,  Grade  B  or  Choice  or  Extra  Standard,  Grade  C  or  Standard)  are 
used  on  the  labels  to  indicate  the  grades  of  the  products  being  sold,  the 
products  must  confom  to  the  standards  established  by  the  United  States 
Departn©nt  of  Agriculture;  otherwise  penalties  could  be  incurred  for  mis- 
branding under  the  Federal  Food,  Drug,  and  Cosmetic  Act. 

United  States  Department  of  Agriculture  Continuous  Inspection 


Six  of  the  cooperative  associations  included  in  the  study  were  operating 
under  United  States  Department  of  Agriculture  continuous  inspection. 
This  type  of  inspection  was  first  introduced  as  an  experiment  in  1939  in 
a  cooperative  canning  plant.    Under  continuous  inspection  service,  a 
Federal  inspector  of  the  United  States  Department  of  Agriculture  is  sta- 
tioned continuously  at  the  processing  plant  while  products  are  prepared, 
processed,  and  packaged.    Inspectors  observe  the  product  from  its  raw 
state  through  each  step  in  receiving,  preparing,  processing,  and  packing, 
and  inspect  the  finished  product  for  quality  and  condition.    This  type 
of  inspection  has  grown  in  popularity  with  packers,  distributors,  and 
consumers.    The  service  is  granted  upon  request  of  the  packer.    The  plant, 
its  surroundings,  and  operating  conditions  are  first  Inspected  for  suita- 
bility in  accordance  with  requirements  relating  to  housekeeping  and  sani- 
tation.   The  processor  agrees  in  his  contract  to  reimburse  the  Department 
for  the  cost  of  the  service.    The  inspector  certifies  the  quality  packed 
in  accordance  with  the  grade  standards  established  by  the  United  States 
Department  of  Agriculture. 

Sales  of  Cooperative  Processors  Analyzed  by  Commodity  Grade 

All  sales  made  in  19^8-^9  by  the  associations  participating  in  the  study 
were  analyzed  with  respect  to  the  grades  under  which  they  were  sold 
(table  15).    One  citrus  association  selling  a  large  portion  of  its 
voluitts  to  another  processor  is  not  included  in  this  table  and  one  noncit- 
rus  association  did  not  supply  grade  information.    Practically  all  the 
sales  of  citrus  juices  made  by  these  associations  were  sold  under  Fancy 
grade.    Three  of  the  citrus  associations  in  this  study  were  operating 
under  United  States  Department  of  Agricultiire  continuous  inspection. 
Almost  two-thirds  of  the  vegetables  and  slightly  over  30  percent  of  the 
noncitrus  fruits  were  marketed  as  Fancy  grade. 
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Table  15.  -  Percentage  of  sales  made  by  25  cooperatives  to  each 
type  of  buyer  by  commodity  grade,  1948-4-9 


Percentage  sold  under  specified  grade  of  - 


and  type  of  buyer 

Citrus 
jtilces 

Noncitrus 
fruits 

Vegetables 

Percent 

44.4 
25!o 

<J  •  0 

26.6 
3.2 

Percent 
7.6 

u  •  ± 

8.3 
1.2 

Percent 

T^i  4 

27.1 

2.9 

0.4 

Chain  stores  and  super  marJcets 

TTnst)ecTi''i  ed 

Total 

99.8 

30.5 

65.8 

- 
- 

30.6 

8.9 

0  / 
2/ 

878 
0.7 

5.8 
2.4 
0.2 
2.8 
0.1 

Chain  stores  and  super  marlcets 

Tin     p  r'T'Ti  <ad 

Total 

49.0 

11.3 

Standard • 

0.2 

2/ 

2/ 

8.0 
7.3 
0.2 
0.8 

0  ? 

16.3 
6.1 
2/ 
0.1 

0  1 

Chain  stores  and  sucer  markets 

Other  1/.   .. 

Unspecified 

0.2 

16.5 

22.6 

Other  3/: 

0.5 

0.3 

•3I2 

2/ 

0.3 

Chain  stores  and  super  markets..... 

4.0 

0.3 

100.0 

100.0 

100.0 

1/  Includes  sales  to  Government,  processors,  institutions,  and  to  consumers  and 

other  purchasers  not  separately  classified. 
2/  Less  than  .05  percent. 

T/  Jncludes  seconds,  water  grade,  substandard,  and  unspecified. 


^1 

The  percentages  of  noncitrus  fruits  sold  under  Fancy  grade  ty  the  indi- 
vidual associations  varied  all  the  way  from  more  than  90  percent  for 
three  associations  to  less  than  3  percent  for  another  and  less  than  6 
percent  for  one  other  (tatle  l6).    Two  other  associations  sold  more  than 
80  percent  under  Fancy  grade.    The  data  on  canned  vegetables  also  show 
wide  variations  in  the  percentages  sold  "by  individual  associations  under 
each  grade.    Two  associations  sold  more  than  90  percent  under  Fancy  grade. 
Five  other  cooperatives  marketed  more  than  80  percent  under  Fancy  grade . 

Sales  Policy  with  Eespect  to  Commodity  Grades 

When  the  subject  of  commodity  grades  was  discussed  with  the  "brokers,  a 
number  of  them  expressed  the  opinion  that  cooperatives  could  benefit  by 
directing  their  operations,  insofar  as  feasible,  to  the  marketing  of  two 
commodity  grades.    It  was  their  contention  that  the  nationally  advertised 
brands  were  being  marketed  largely  under  the  Choice  and  Extra  Standard 
grades.    They  believed,  therefore,  that  cooperatives  should  endeavor  to 
supply  the  quality  market  which  demands  Fancy  grade  and  the  balance  of 
their  production  should  be  marketed  on  a  price  basis  by  supplying  the 
trade  with  Standard  grade.    This  policy  was  regarded  as  one  which  might 
be  initiated  by  some  cooperatives  to  their  competitive  advantage.  It 
was  recognized    of  course,  that  production  factors  would  determine  to 
what  extent  such  a  policy  could  be  practiced. 

In  suggesting  that  cooperative  processors  supply  the  quality  market  pur-, 
chasing  Fancy  grade,  the  brokers  observed  that  cooperatives,  in  general, 
were  in  a  position  to  maintain  closer  control  of  the  producer  and  to  se- 
cure his  cooperation  in  following  improved  production  and  harvesting 
nethods  in  order  to  provide  a  higher  quality  raw  product. 

Several  brokers  interviewed  indicated  it  was  their  opinion  that  stricter 
grade  standards  for  citrus  juices  would  be  to  the  advantage  of  their 
principals.    They  contended  that  inasmuch  as  a  major  portion  of  the  cit- 
rus juice  pack  was  able  to  meet  the  minimma  requirements  for  Fancy  Grade, 
the  marketing  of  citrus  juices  had  become  largely  a  matter  of  price 
rather  than  quality.    The  Department  of  Agriculture  keeps  the  standards 
revised  in  line  with  good  commercial  practice.    In  this  specific  connec- 
tion, the  Department's  standards  issued  prior  to  the  19^9-50  season,  sub- 
sequent to  the  period  covered  by  this  report,  did  include  more  limited 
requirements  in  order  to  produce  higher  mlnimums  for  Grade  A  or  Fancy 
citrus  juices,  as  well  as  adjustments  to  reflect  better  balanced  juices 
as  to  tartness  and  sweetness. 

Can  Sizes 

The  19^8-^9  sales  of  the  cooperatives  supplying  data  for  the  study  were 
analyzed  with  respect  to  can  sizes  in  which  the  principal  fruits  and 
vegetables  were  marketed  in  19^8-49. 
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Can  Sizes  in  Which  Cooperatives  Marketed  19h-Q-k^  Volume 

Ta"ble  17  shows  the  percent€iges  of  canned  citrus  juices  and  segments  sold 
in  each  can  size  in  19^8-49.    The  big  seller  in  citrus  Juices  was  the 
46-ounce  size,  accoxmting  for  more  than  half  the  sales.    The  No.  2  can 
ranked  second  with       percent  of  the  total.    By  far  the  largest  volume 
of  citrus  segments  was  sold  in  the  Wo.  2  can  which  accounted  for  more 
than  90  percent  of  the  total.    However,  the  trend  to  smaller  can  sizes 
is  reflected  in  the  sales  of  8-Z  size  (approximately  8  ounces)  for  three 
of  these  commodities.    Sixteen  percent  of  the  orange  sections  (natural), 
13  percent  of  the  grapefruit  segments  (sugar  added),  and  7  percent  of  the 
grapefruit- orange  segments  (natural)  were  sold  in  the  small  8-ounce  size. 

The  can  sizes  in  which  noncitrus  fruits  were  marketed  are  shown  in  table 
18.    For  noncitrus  tree  fruits  the  No.  2^  can  was  the  most  important  con- 
tainer accounting  for  ^7  percent  of  the  total.    For  "berries,  the  smaller 
No.  2  can  was  the  major  factor,  accounting  for  approximately  two- thirds 
of  all  sales  of  canned  terries  made  by  these  associations  in  19^8-^9. 

The  trend  in  urban  markets  to  smaller  can  sizes  is  again  apparent  in  the 
quantities  of  noncitrus  fruits  sold  in  the  8-Z  size.    This  size  was  par- 
ticularly important  for  sweet  cherries,  fruit  cocktail,  and  fruit  salad. 
It  also  accounted  for  approximately  a  third  or  move  of  the  sales  of  all 
berries,  with  the  exception  of  raspberries. 

The  No.  2  size  was  still  the  major  can  size  on  the  basis  of  all  canned 
vegetable  sales  made  by  these  cooperatives  in  19^8-^9  (table  19).    On  an 
individiAal  commodity  basis,  the  No.  2^  can  was  an  important  size  for 
pimpkin  and  tomatoes  and,  to  a  lesser  extent,  for  spinach.    However,  the 
new  trend  to  the  smaller  No.  303  size  was  reflected  to  some  extent  in 
the  sale  of  almost  a  fourth  of  the  peas  in  this  size.    Also,  about  7  per- 
cent of  the  sweet  com  was  sold  in  this  smaller  size.    Beans,  peas,  and 
spinach  all  showed  small  percentages  packed  in  the  small  8-Z  size. 

Trend  to  Smaller  Can  Sizes 

It  seems  probable  that  the  trend  to  smaller  sizes  marketed  by  these  coop- 
erative processors  will  be  even  more  apparent  in  the  19^9-50  sales  when 
the  analysis  for  that  season  is  completed.    In  the  majority  of  the  mar- 
kets in  which  brokers  were  interviewed  they  indicated  that  they  consid- 
ered the  shift  to  smaller  sizes  one  of  the  most  significant  developments 
in  the  paarfcicular  market  in  which  they  were  representing  cooperative 
processors.    The  shift  to  the  No.  303  size  was  first  reflected  in  the  in- 
creased sales  of  sweet  com  and  peas  in  this  size.    However,  brokers  in 
some  markets  indicated  that  other  vegetables,  such  as  beets  and  sauer- 
kraut, were  now  being  marketed  in  the  No.  303  can  size.    One  large  chain 
is  reported  to  be  changing  from  the  No.  2  size  to  the  No.  303  for  its 
purchases  of  1951  green  and  wax  beans,  except  for  Standard  grade  which  it 
will  continue  to  buy  in  the  No.  2  size.    The  reason  given  for  this  change 
is  that  processors  in  areas  where  Fancy  and  Extra  Standard  cut  beans  are 
canned  have  largely  shifted  to  the  No.  303  size.    This  policy  applies  to 
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the  chains'  o^m  lahels  Inasmuch  as  the  Ho.  2  cam  will  still  he  purchased 
under  packers'  labels  vhere  the  demand  exists. 

It  vas  indicated  in  some  markets  that  the  6-Z  (5  to  6  ounce)  size, 
usually  referred  to  as  the  5-3A-ounce  individual  can,  was  growing  in 
popularity,  particularly  for  citrus  juices.    This  size  has  been  used 
extensively  heretofore  for  the  lemon  Juice  pack,  hut  its  use  is  now  ex- 
panding to  other  single- strength  citrus  juices.    The  canned  food  pack 
statistics  of  the  National  Canners  Association  j/  indicates  that  the  vol- 
ume of  single  strength  orange  Juice  in  this  size  in  19^8-^9  was  almost 
double  that  of  1947-48,  increasing  from  1.2  million  cases  to  2.1  million 
cases  in  19^8-49.    The  pack  of  single- strength  grapefruit  Juice  in  this 
size  also  rose  somewhat,  increasing  from  7^4  thousand  to  899  thousand 
cases.    Some  brokers  stated  that  single  strength  Juices  in  the  small 
^-^/k-o^mce  can,  which  can  be  sold  at  retail  for  approximately  5  to  10 
cents,  compete  favorably  with  soft  drinks. 

Several  reasons  are  given  for  the  increased  sales  of  smaller  sizes.  One 
of  these  is  that  consumers  want  individual  servings.    This  means  more 
variety  in  meals,  the  opportunity  to  provide  for  special  tastes  of  indi- 
vidual members  of  the  family,  and  less  food  waste  in  those  small  house- 
holds of  one  or  two  members.    It  has  become  a  rather  general  practice  to 
serve  smaller  portions  of  two  or  more  vegetables,  rather  than  large  por- 
tions of  a  single  vegetable.    The  number  of  family  units  has  greatly  in- 
creased since  the  war  and,  on  the  whole,  families  are  smaller.    As  a  re- 
sult, smaller  sized  cans  are  more  generally  used  than  when  many  individ- 
uals lived  in  one  household.    Brokers  indicated  that  the  trend  to  smaller 
sizes  was  more  important  in  urban  areas  than  in  those  markets  serving  a 
larger  percentage  of  rural  consumers. 

Coding 

One  broker  was  critical  of  the  coding  method  used  by  the  processors  he 
represented,  including  his  cooperative  principals.    The  use  of  a  code 
system  for  marking  each  can  or  label  to  Identify  the  commodity  and  to 
give  its  factory  history  is  a  general  practice  among  canners.    From  the 
standpoint  of  the  cemner,  the  financing  institution,  and  the  distributor, 
such  identification  is  desirable.    Coding  makes  it  possible  to  fix  respon- 
sibility at  various  sta^s  of  the  processing  and  marketing  operation  for 
failure  of  the  can  or  its  contents  to  fulfill  the  representations  made. 

Coding  methods  vary  from  very  simple  to  detailed  identification  marks 
embossed  on  the  cover,  stamped  on  the  can,  or  perforated  on  the  label. 
Codes  consist  of  various  combinations  of  letters,  figures,  and  symbols 
used  to  describe  the  contents  of  the  can  by  commodity  type,  color,  style, 
size,  grade,  and  syrup.    Codes  are  also  used  to  give  the  can  history  by 
originating  factory,  source  of  raw  product,  can  line,  work  shift,  and  date 
packed. 

2/    "Canned  Food  Pack  Statistics:    I949"    National  Canners  Association. 


It  "vras  indlcatad  that  a  more  detailed  "breakdown  in  the  code  makes  sales 
easier  for  the  "broker.    It  was  also  suggested  that  codes  be  cheinged  more 
frequently^  such  as  at  least  twice  a  day,  so  that  lots  that  do  not  meet 
specifications  can  "be  segregated  more  easily. 

Brand  Policy 

The  1948-^9  sales  of  each  association  were  analyzed  vlth  respect  to  the 
quantities  sold  under  the  association's  can  lahels  and  under  "buyers'  la- 
"bels.    This  arialysis  was  made  for  three  major  commodity  groups:    (1)  Cit- 
rus Jiiices  and  segments,  (2)  noncitrus  fruits  and  Juices,  and  (3)  vege- 
ta"bles . 

Canned  Citrus  Juices  and  Segmsnts 


Ta'ble  20  shows  the  percentages  sold  under  processors'  and  "buyers'  late  Is 
for  the  four  citins  associations  which  were  selling  to  diversified  types 
of  "buyers.  8/   Almost  three-fourths  of  the  total  sales  of  citrus  Juices 
and  segments  made  "by  these  associations  were  under  their  own  labels. 
Approximately  80  percent  of  the  sales  made  to  wholesale  grocers  were  un- 
der the  associations'  own  labels  as  compaired  with  63  percent  of  their 
sales  to  chain  stores  and  super  markets. 

The  percentages  the  individual  associations  sold  under  each  type  of  label 
without  respect  to  buyer  classification  are  shown  in  table  21.  This 
table  indicates  that  two  of  the  associations  sold  a  considerably  larger 
proportion  under  their  own  labels  than  did  two  others. 

Canned  NoncitiTus  Fruits  and  Juices 


The  percentages  of  noncitrus  fruits  and  Juices  sold  by  I7  associations 
under  their  own  labels  amounted  to  about  32  percent  of  their  total  sales 
(table  22).    This  is  a  much  smaller  percentage  than  that  sold  by  the  cit- 
rus associations  under  their  own  labels. 

In  table  23,  the  percentage  sold  by  the  individual  associations  under 
processors '  and  buyers '  labels  is  shown.    It  is  apparent  from  this  table 
that  there  was  considerable  difference  between  the  individuaJL  associa- 
tions with  respect  to  the  proportion  of  their  respective  volumes  sold 
under  the  tvro  types  of  labels.    One  association  made  all  its  sales  under 
buyers '  labels,  while  another  sold  more  than  90  percent  of  its  volume 
under  this  type  of  label.    One  association  sold  more  than  9C  percent  un- 
der its  own  labels.    Only  6  other  associations  made  one-half  or  more  of 
their  sales  under  their  own  labels. 


8/    One  association  which  was  selling  largely  to  one  type  of  outlet  Is 
not  included  in  this  analysis. 
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Ta'Dle  20.  -  Gaimed  citrus  juices  and  segments:    Percentage  of  sales  made 
"by  h  cooperatives  under  processors'  and  "buyers*  la"bels  to  each  type  of 

biiyer,  1948-40 


Type  of  "buyer 

Percentage  of  sales  made  under  -- 

Processors ' 
lalDels 

Buyers  * 
labels 

Total 

Percent 

80.2 
63.5 
96.1 
73.0 
38.0 

Percent 

19.8 
36.5 
3.9 
27.0 
12.0 

Percent 

100.0 
100.0 
100.0 
100.0 
100.0 

Total  -  all  types  of  buyers . . . 

73.6 

26.4 

100.0 

1/    Includes  sales  to  Government,  processors,  institutions,  and  to  con- 
sumers and  other  purchasers  not  separately  classified. 


Table  21.  -  Canned  citrus  Juices  and  segments:    Percentage  of  the 
individiial  sales  of  h  cooperatives  made  under  processors'  and 

buyers'  labels,  1948- U9 


Nuiaber  of  associations  selling 

Percentage  sold 

indicated  percentaf3;e  under  -- 

Processors •  labels 

Buyers '  labels 

0.1 

2 

25.1 

2 

50.1 

-  75.0  

2 

75.1 

2 

h 

h 

50 


Tatile  22,  -  Canned  noncltrus  fruits  and  juices:  Percentage  of  sales 
made  "by  17  cooperatives  under  processors '  and  buyers '  labels  to  each 

tjrpe  of  buyer,  19hQ-k9 


Percentage  of 

sales  made 

under  — 

Type  of  "buyer 

Processors ' 

Buyers ' 

Total 

labels 

la"bels 

Percent 

Percent 

Percent 

31.3 

68.7 

100.0 

Chain  stoics  and  super  markets , . . . , 

27.7 

72.3 

100.0 

93.1 

6.9 

100.0 

39.9 

6o.i 

100.0 

17.8 

82.2 

100.0 

Total  '-  all  types  of  "buyers . . . 

31.8 

68.2 

100.0 

l/    Includes  sales  to  Government,  processors,  institutions,  and  to  con- 
sumers and  other  purchasers  not  separately  classified. 


Table  23.  -  Canned  noncitrus  fruits  and  Juices:    Percentage  of  the 
individual  sales  of  17  cooperatives  made  under  processors '  and 

buyers'  labels,  1948-49 


number  of  associations  selling 

Percentage  sold 

Indicated  percentai^e  under  — 

Processors '  labels 

Buyers '  labels 

None 

1 

0.1 

1 

1 

10.1 

k 

3 

20.1 

2 

30.1 

1 

1 

4o.i 

1 

2 

50.1 

2 

1 

60.1 

1 

1 

70.1 

2 

80.1 

3 

k 

90.1 

1 

2 

17 

17 
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Canned  Vege tattles 

An  even  smaller  percentage  of  the  canned  vegetables  was  sold  under  proc- 
essors' latels  than  of  the  noncitrus  fruits  and  Juices.    TalDle  2h  indi- 
cates that  slightly  over  85  percent  of  all  vegetables  marketed  by  I3 
associations  in  19^8-49  were  sold  under  buyers'  labels.    More  than  90 
percent  of  the  sales  to  chain  stores  and  super  markets  were  made  under 
buyers'  labels. 

Table  25  shows  the  percentages  of  the  individual  sales  of  the  I3  asso- 
ciations made  under  each  type  of  label.    One  association  sold  all  of  its 
canned  vegetables  under  buyers'  labels  and  four  other  associations  sold 
90  percent  or  more  under  this  type  of  label.    Only  one  association  sold 
more  than    70  percent  of  its  canned  vegetables  under  its  own  labels. 

Commodity  Grades  Sold  Under  Processors'  and  Buyers'  Labels 

The  sales  these  cooperatives  made  under  their  own  and  under  buyers'  la- 
bels were  also  analyzed  with  respect  to  commodity  grades.    The  sales  of 
noncitrus  fruits  and  Juices  sold  under  each  type  of  label  in  relation  to 
commodity  grades  are  shown  in  table  26  and  those  of  canned  vegetables  in 
table  27. 

A  larger  percentage  of  both  the  noncitrus  fruits  and  vegetables  sold 
under  buyers'  labels  graded  Fancy  then  was  time  for  processors'  labels. 
Thirty-one  percent  of  the  canned  noncitrus  fruits  and  Juices  was  marketed 
as  Fancy  grade  compared  with  approximately  28  percent  of  the  volume  sold 
under  processors'  labels.    Only  I7  percent  of  the  volume  sold  under  buy- 
ers' labels  was  Standard  grade  compared  with  33  percent  of  the  sales  made 
by  these  associations  under  their  own  labels. 

About  69  percent  of  the  canned  vegetables  sold  under  buyers'  labels  was 
Fancy  grade  compared  with  approximately  58  percent  of  the  volume  sold 
under  processors •  labels .    About  I9  percent  of  the  sales  made  under  proc- 
essors '  labels  graded  Extra  Standard  compared  with  slightly  over  8  per- 
cent of  the  sales  made  under  buyers'  labels.    The  percentages  sold  as 
Standard  Grade  were  about  even  for  buyers'  and  processors'  labels. 

Number  of  labels  Under  Which  Cooperatives  Sell 

An  interesting  development  in  connection  with  brand  analysis  was  the 
large  number  of  brand  names  under  which  the  cooperatives  studied  were 
marketing  canned  fruits  and  vegetables  in  the  19^8-^9  season.    In  mak- 
ing the  analysis,  each  brand  was  coded  separately  as  to  name  and  was 
further  classified  as  to  whether  it  was  the  association's  own  label  or 
a  buyer's  label.    Exclusive  of  the  associations'  own  brands,  the  27  asso- 
ciations were  selling  their  products  under  855  different  brand  nan»s 
owned  by  the  bi^yers.    In  addition,  these  associations  had  more  than  120 
brand  names  of  their  own  under  which  they  sold  portions  of  their  prod- 
ucts. 
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Tal)le  2h,  -  Canned  vegetables  l/ :  Percentage  of  sales  made  by  I3 
cooperatives  under  processors'  and  "buyers'  labels  to  each  type  of 

buyer,  1948-ii-9 


Type  of  buyer 

Percentsige  of  sales  made  under  — 

Processors ' 
labels 

Buyers ' 
labels 

Total 

Chain  stores  and  supermarkets... 
Total  -  all  types  of  buyers 

Percent 

15.5 
8.9 
12.3 
k6,k 

Percent 

84.5 
91.1 
87. T 
53.6 
75.7 

Percent 

100.0 
100.0 
100.0 
100.0 
100.0 

1^.5 

85.5 

100.0 

1/    Includes  tomato  Juice, 

2/    Includes  sales  to  Government,  processors,  institutions,  and  to  con- 
sumers and  other  purchasers  not  separately  classified. 


Table  25.  -  Canned  vegetables  1/ :    Percentage  of  the  individual  sales 
of  13  cooperatives  made  under  processors'  and  buyers'  labels, 

1948-i+9 


Number  of  associations  selling 

Percentage  sold 

indicated  percentage  under  — 

Processors'  labels 

Buyers '  labels 

None , 

1 

0.1 

k 

10.1 

2 

20.1 

3 

1 

30.1 

2 

ko,i 

50.1 

60.1 

2 

70.1 

1 

3 

80.1 

2 

90.1 

5 

13 

13 

1/    Includes  tomato  Juice. 
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Table  26.  -  Canned  noncitrus  fruits  and  Juices:    Percentage  of  each  grade 
sold  under  buyers*  and  processors'  labels,  19*^8-49 


Percentage  sold  under  - 


Type  of  label  and  commodity 

Standard 

Other  \j 

Fancy 

Choice 

Total 

Percent 

Percent 

Percent 

Percent 

Percent 

Buyers'  labels 

100.0 

100.0 

7.9 

55.1 

36.0 

1.0 

100.0 

47. 5 

52.2 

0.5 

100.0 

51.5 

47.7 

0.2 

0.6 

100.0 

'7  A 

7.0 

"711  T 

T  It 

2.5 

T  A  A  A 

CC.O 

?  I  •  ( 

TO  A 

U  .  X 

T  nn  n 

lit 

C\)  .  ^ 

'J  •  0 

xuu  •  u 

p. 3 

T  A  A  A 

Til  C 

ly  .u 

c; 

0.3 

1  AA  A 

f  t .  u 

J-O.^ 

Q  7 
9.7 

T  AA  A 

na5pDt?x^x^±eo  \ x^eu  cuiu  ojiacKj  •  •  •  « 

' 

o .  ^ 

U.J. 

oft  1 

1  0 

■?/ 

1  AA  A 

OV  m± 

2/ 

1  AA  A 
J.UU  •  u 

J)  J. «  u 

1 7  n 

1  AA  A 

Processors'  labels 

70.0 

14.0 

16.0 

100.0 

7.7 

59.1 

31.5 

1.7 

100.0 

51.7 

0.2 

48.1 

100.0 

39.4 

52.0 

8.6 

100.0 

2.2 

62.6 

33.0 

2T2 

100,0 

4.0 

65.8 

25.9 

4.3 

100.0 

54.3 

61.2 

1.5 

3.0 

100.0 

79.9 

15.1 

5.0 

100.0 

77.9 

19.7 

2.4 

100.0 

31.5 

67.9 

0.6 

100.0 

Raspberries  (red  and  black).... 

94.3 

5.4 

0.3 

100,0 

75.5 

24.5 

100.0 

59.2 

36^1 

2"8 

1.9 

100.0 

Total  -  processors'  labels... 

27.7 

37.5 

33.0 

1.8 

100.0 

30.1 

46.9 

21.7 

1.3 

100.0 

1/  Includes  seconds  and  water  grade. 

"2/  Includes  mixed  fruit,  fruit  cocktail,  strawberries,  gooseberries,  and  grape  and  apple 

Juices. 
3/  Less  than  .05  percent. 

5/  The  percentages  shown  in  table  15  Include  those  sales  of  canned  fruits  that  were  un- 
labeled or  for  which  no  tjrpe  of  label  was  specified. 


3k 


Table  2?.  -  Canned  vegetables:    Percentage  of  each  grade  sold  under 
buyers'  and  processors'  labels,  19I8-49 


Percentage  sold  under  - 

Type  of  label  and  commodity 

Fancy 

standard 

Standard 

Other  1/ 

Total 

Percent 

Percent 

Percent 

Percent 

Percent 

Bxjyers'  labels 

68.2 
itU.l 
76.8 
100.0 

74.3 
98.8 
95.8 

7.5 
11.3 
8.5 

25.7 

4.0 

24.3 
43.9 
14.7 

1.2 
0.2 

0.7 

3/ 

100.0 
100.0 
100.0 
100.0 
100,0 
100.0 
100,0 

68.6 

8.2 

23.1 

0.1 

100.0 

Processors'  labels 

J-  A — ,  1  ■  _ 

84.7 
35.6 

d.n 

100.0 

27.7 
90.6 
88.7 

10.3 
5^.1 

53.6 

3^4 

48.9 
37.5 

18.7 

7.5 

5.2 
0.4 

100.0 
100,0 
100.0 
100,0 
100.0 
100.0 
100,0 

Total  -  processors'  labels.. 

57.7 

18.9 

22.2 

1.2 

100,0 

67.0 

9.8 

22.9 

0.3 

100.0 

1/  Includes  unspecified  and  substandard. 

Includes  beets,  carrots,    pianpkin,  mustard  greens,  and  miscellaneous  vegetables. 
7/  Less  than  .05  percent. 

¥/  The  percentages  shown  in  table  15  Include  a  small  quantity  marketed  unlabelled  or 
for  which  no  type  of  label  was  specified. 
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This  vide  range  of  "brand  names  under  which  a  comparatively  small  number 
of  processors  sell  their  products  serves  to  emphasize  vhy  so  much  dis- 
cussion has  developed  in  the  canned-foods  trade  regarding  the  "battle 
of  the  brands-"    This  is  the  battle  between  the  nationally  advertised 
canners'  labels  and  buyers*  private  labels.    Since  World  War  II  this 
struggle  between  brands  has  developed  with  considerable  intensity. 
Some  of  the  smaller  and  medium- sized  canners  caught  in  the  struggle 
have  either  sold  out  to  the  large  canners  or  have  turned  to  packing  for 
private- label  owners. 

Effect  of  Self- Service  on  Brand  Policy 


The  trend  toward  self-service  has  gained  rapidly  in  importance .  Trade 
estimates  indicate  that  more  than  half  the  volume  of  the  independents 
and  90  percent  of  the  business  of  chain  stores  is  done  in  self-service 
stores.    The  continuing  trend  t'oward  self-service  emphasizes  the  impor- 
tance of  sales  appeal  in  the  label.    Moreover,  the  label  needs  to  be 
able  to  withstand  considerably  more  handling  than  in  the  case  of  coun- 
ter service  since  any  ninaber  of  shoppers  may  lift  the  product  from  the 
shelf  before  it  is  finally  sold.    The  most  tempting  brand  name  on  a 
highly  attractive  label  accomplishes  little  if  the  label  comes  off 
while  the  consumer  is  examining  the  product.    Space  on  the  label  for 
price  marking  has  also  become  a  factor  with  the  growth  of  self-service. 
In  the  battle  for  shelf  space  every  effort  is  made  to  develop  labels 
which  can  silently  clinch  the  sale  without  benefit  of  a  grocery  clerk's 
sales  talk. 

Not  only  is  the  battle  for  shelf  space  waged  aggressively  and  continu- 
ously between  brands  of  similar  types  of  competing  food  products,  as 
well  as  other  types  of  food  products,  but  also  between  food  and  nonfood 
products.    As  food  stores,  particularly  super  markets,  continue  to  add 
nonfood  departments,  the  competition  for  shelf  space  becomes  more  and 
more  intense.    A  canned  food  product  may  be  of  high  quality  but,  unless 
the  label  and  other  visual  characteristics  plus  promotion  of  the  product 
have  sufficient  appeal  to  tempt  the  consumer  to  buy,  it  will  not  be  able 
to  maintain  a  space  on  the  self-service  retailer's  shelf  very  long.  Its 
rate  of  turnover  is  a  primary  consideration  in  maintaining  the  right  to 
that  shelf  space.    Brokers  indicated  that  turnover  and  return  on  invest- 
ment are  reviewed  weekly  by  the  large  super  market  operators,  with  the 
result  that  they  are  generally  only  one  week  behind  in  their  review  of 
the  previous  week's  business.    This  allows  them  to  quickly  overcome  and 
correct  any  angle  of  the  business  that  is  not  being  handled  with  the 
utmost  efficiency. 

Appraisal  of  Cooperative  Labels  by  Brokers 

For  the  most  part,  brokers  approved  of  the  labels  of  their  cooperative 
principals,    A  few  of  them,  however,  expressed  a  desire  to  see  some  of 
their  cooperative  principals'  brand  names  and  labels  improved  and  re- 
vised.   One  cooperative  in  particular  in  the  Middle  Atlantic  area  was 
criticized  for  using  a  brand  name  which  was  outmoded  and  regarded  as  in 
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"poor  taste"  "by  some  l^rokers.    Some  of  the  brokers  said  that  the  "brand 
names  of  their  cooperative  principals  afforded  excellent  promotional 
possibilities  of  which  their  principals  had  not  taken  advantage. 

It  was  frequently  emphasized  by  brokers  that  if  the  cooperative  princi- 
pal had  only  a  very  limited  amount  of  money  available  for  promotion,  he 
would  be  well  advised  to  spend  it  on  an  attractive,  high-quality  label. 
Such  a  label  could  then  serve  as  his  silent  salesman  in  urging  the  con- 
sumer to  select  his  product  from  the  shelf. 

In  the  questionnaire,  brokers  were  requested  to  indicate  th^  percentage 
sold  under  processors'  and  buyers'  labels  by  their  cooperative  principals. 
It  was  intei-^sting  to  note  the  high  degree  of  similarity  in  their  replies 
to  this  question  and  the  results  of  the  statistical  analysis  developed 
from  the  actual  sales  records  of  the  principals,    Tnis  was  another  indi- 
cation of  how  well  informed  the  brokers  were  and  how  accurately  they 
appraised  the  status  of  their  principals  in  their  own  markets. 

Development  of  Broker- Sponsored  Label. 


In  the  course  of  the  broker  survey,  information  was  supplied  by  brokers 
on  the  development  of  broker- sponsored  labels.    In  particular,  two  types 
of  operation  were  discussed.    Under  one  method,  used  by  a  group  of  Mid- 
western brokers,  the  brand  is  owned  and  promoted  jointly  by  a  number  of 
brokers.    The  processors  packing  under  this  sponsored  label  pa^""  a  slight- 
ly higher  brokerage  fee  which  is  intended  to  compensate  the  brokers  for 
promotional  costs  and  the  additional  advisory  functions  they  assume . 
noncompeting  brokers  in  different  markets  comprise  the  sponsoring  group 
and  have  exclusive  right  to  the  brand.    This  broker- sponsored  label  has 
been  used  by  two  vegetable  processing  cooperatives. 

The  other  method  of  operation  discussed  by  brokers  is  that  employed  by  a 
firm  of  food  brokers  operating  in  the  South  Atlantic  area.    This  firm 
represents  between  15  and  20  small  independent  canners  and  operates  on  a 
consigned- shipment  basis.    Most  of  its  sales  are  made  under  its  two  con- 
trolled brand  names .    Insistence  upon  high  quality  is  a  factor  of  major 
importaince  in  these  operations.    The  brokerage  fee  is  ^  percent  and  the 
processor  also  pays  for  the  cost  of  the  label  over  and  above  brokerage 
and  for  the  cost  of  warehousing  the  products  in  the  market.    This  firm 
operates  in  an  important  advisory  capacity  to  the  processors  packing 
under  its  sponsored  labels  and  assumes  much  more  responsibility  than  is 
required  under  the  usual  type  of  broker  representation.    As  a  result, 
the  processors  it  represents  have  continued  their  affiliation  year  after 
year.    Originally  the  brand  name  was  developed  in  1884,  but  was  subse- 
quently taken  over  by  this  firm  when  the  wholesale  grocer  owning  the 
label  discontinued  operations.    More  than  80  exclusive  distributors  lo- 
cated in  5  South  Atlantic  States  handle  the  products  marketed  under  the 
labels  sponsored  by  this  firm. 

The  broker- sponsored  label  is  adapted  particularly  to  the  use  of  small 
processors  who  pack  only  one  or  two  commodities  and,  therefore,  do  not 


57 


have  sufficient  volun©  or  length  of  comnodity  lines  to  warrant  promotion 
of  their  own  la^bele.    Moreover,  frequently  the  financial  inability  of 
small  processors  to  employ  highly  capable  and  experienced  sales  personnel 
can  be  compensated  for  by  the  promotional  and  advisory  functions  assumed 
under  the  broker- sponsored- label  arrangeaent. 

General  Outlook  on  Brand  Policy 


A  number  of  brokers  indicated  that  in  their  opinion  cooperative  proces- 
sors selling  largely  under  private  labels  had  reason  to  be  concerned, 
particularly  in  those  markets  where  private- label  sales  were  decreasing 
or  where  a  very  definite  shift  had  already  been  made  to  nationally  ad- 
vertised labels.    They  regarded  cooperative  processors  who  were  selling 
most  of  their  voluine  imder  buyers'  labels  as  particularly  vulnerable  in 
highly  competitive  markets  where  the  wholesaling  operations  had  been 
streainlined  to  reduce  operating  margins.    In  such  markets,  brands  with 
no  promotion  behind  them  appeeir  to  be  at  a  disadvantage. 

Cooperatives  selling  largely  under  buyers '  labels  have  been  particularly 
successful  in  supplying  more  aggressive  wholesalers  who  have  promoted 
their  own  labels.    Such  wholesalers,  who  regard  cooperative  processors 
as  on©  source  of  reliable  supply,  provide  outlets  for  quality  products 
promoted  by  the  wholesaler  on  a  regional  or  local  basis.    This  is  the 
type  of  outlet  cooperatives  who  sell  largely  under  buyers'  labels  can 
supply  with  quality  products  to  the  mutual  advantage  of  wholesaler  and 
processor.     Bbwever,  in  marketing  primarily  under  private  labels,  the 
processor  appears  to  be  in  a  somewhat  hazardous  position  as  he  is  build- 
ing up  no  equity  of  his  own  and  may  be  subject  to  buyers'  whims  end  dev- 
astating price  competition.    Should  price  differentials  between  nation- 
ally advertised  brands  and  those  private  labels  which  are  not  well  pro- 
noted  tend  to  decrease,  the  hazards  of  selling  under  such  private  labels 
are  likely  to  increase.    Brokers  stated  that  since  there  is  evidence  in 
the  canning  industry  of  increased  concentration  among  a  smaller  number 
of  operators,  many  private- label  owners  regard  cooperative  processors  as 
a  good  source  of  supply  for  high-quality  products.    Important  to  packers 
selling  under  private  labels  are  continuous  quality  Improvement  and  the 
ability  to  remain  competitive. 

Any  over-all  change  in  the  marketing  trend  which  might  be  induced  by  more 
intensive  price  competition  with  a  resultant  decrease  in  promotion  at  the 
wholesale  level,  could  lessen  such  opportunities  for  private-label  sales. 
Many  brokers,  therefore,  indicated  that  their  cooperative  principals 
should  review  their  brand  policies.  Desirable  changes  could  be  initiated 
more  advantsigeously  in  a  sellers'  market. 

Price  Policy 


Method  of  Quoting  Price 

An  analysis  of  the  sales  records  of  the  associations  included  in  the 
study  was  made  with  respect  to  the  method  used  by  these  associations  in 
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quoting  prices  in  1948-49.    The  results  of  this  analysis  are  shown  in 
tatle  28.    Slightly  over  97  percent  of  their  sales  were  made  with  prices 
quoted  f .o.h.  (free  on  hoard)  point  of  shipment,  which  included  plant, 
warehouse,  or  dock.    Less  than  3  percent  were  made  on  a  delivered  basis. 
Generally,  cooperatives  prefer  not  to  quote  delivered  prices  "because  this 
involves  the  sidditlonal  effort  of  obtaining  and  checking  rates,  paying 
transportation  costs,  and  assuming  additional  risks  in  guaranteeing 
delivery. 

The  major  portion  of  the  products  sold  on  an  f .o.b.  basis  was  shipped 
freight  collect,  with  the  buyer  paying  transportation  charges  at  point 
of  arrival.    However,  for  slightly  over  10  percent  of  total  sales,  the 
freight  was  prepaid  by  the  processor  and  transportation  charges  were 
included  on  the  invoice  when  the  buyer  was  billed  for  his  purchase.  The 
volume  sold  with  freight  allowed  was  almost  negligible.    Such  products 
were  generally  shipped  by  motortruck  to  nearby  points  and  the  processor 
assumed  transportation  costs.    In  the  few  shipments  meide  by  rail  under 
this  method,  transportation  charges  were  deducted  from  the  total  amount 
of  the  invoice  prior  to  payment  by  the  buyer. 

Appraisal  of  Price  Policies  by  Brokers 


In  general,  the  broker  survey  indicated  that  price  policies  were  the 
phase  of  cooperative  marketing  of  which  brokers  were  most  critical. 
While  many  of  the  long-established  and  well-known  cooperative  processors 
were  regarded  as  doing  excellent  Jobs  in  the  pricing  field,  this  was  not 
always  true.    Two  associations,  which  have  been  marketing  their  products 
over  a  long  period  of  time,  were  considered  by  brokers  in  several  markets 
as  being  in  a  weak  position  on  pricing,  which  might  suggest  that  their 
price  policies  should  be  reexamined. 

The  most  frequent  criticism  made  by  brokers  of  their  cooperative  princi- 
pals was  that  they  were  slow  to  quote  prices  and  lacked  flexibility  in 
meeting  changing  market  situations.    This  was  reflected  in  their  slowness 
in  adjusting  prices  downward  and  their  reluctance  to  quote  opening  prices. 
Brokers  believed  that  in  most  instances  this  was  not  due  to  a  lack  of  in- 
formation on  the  part  of  coopearative  sales  managers,  but  rather  to  the 
fact  that  they  were  restrained  in  their  price-determining  policy  by  the 
desire  of  cooperative  membership  to  maximize  returns  in  the  current  oper- 
ating period.    Frequently  this  inflexible  price  policy  had  resulted  in 
loss  of  potential  business.    Brokers  stated  that  in  some  instances  the 
buyers  had  been  interested  in  establishing  a  reliable  and  continuous 
source  of  supply  of  high-quality  products  which  could  meet  legitimate 
competition  over  a  long  period  of  time.    In  addition,  many  brokers  indi- 
cated that  the  responsibility  for  fixing  prices  did  not  appear  to  be 
clearly  defined.    The  general  tenor  of  their  criticism  Indicated  that 
more  effort  directed  at  achieving  an  informed  membership  with  respect  to 
marketing  problems  and  practices  would  be  very  beneficial. 

Insofar  as  the  cooperative  marketing  of  processed  fruits  and  vegetables 
in  general  is  concerned,  it  would  seem  that  research  studies  undertaken 
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Tatle  28.  -  Method  of  quoting  prices  used 
"by  cooperatives,  1948-^9 


Method  of  quoting  price 

marketed  under  method  specified 

86.5 
10.7 
2,k 
0.1 
0.3 

100.0 

in  the  futui^  could  "be  directed  advantageously  to  an  intensive  study  of 
price  policies.    Included  in  such  a  study  should  he  the  development  of 
information  on  how  price  policy  has  been  determined,  responsibility  for 
setting  prices,  long-time  results  of  policies  employed,  and  membership 
aspects  of  the  problem. 

Sales  Policy 

Continuity  of  Supply 


A  survey  of  brokers  indicated  that  a  continuous  supply  was  a  very  impor- 
tant factor  in  marketing  processed  fruits  and  vegetables.    This  was  par- 
ticularly true  for  those  products  which  had  received  national  or  regional 
promotion.    Many  of  the  brokers,  emphasizing  the  importance  of  this  fac- 
tor in  distributing  canned  fruits  and  vegetables,  stressed  especially  the 
need  for  a  continuous  supply  in  selling  citrus  Juices. 

Table  29  and  chart  5  show  the  seasonal  billings  of  canned  single- strength 
citrus  juices  and  segments  made  by  five  cooperatives  in  the  19^8-^9  sea- 
son.   For  purposes  of  this  analysis,  the  year  was  divided  evenly  into 
thirteen  4-week  periods  and  the  billings  made  by  all  associations  were 
computed  for  each  period.    The  term  "billings"  rather  than  "shipments"  is 
used  here  inasmuch  as  a  small  amount,  1.1  percent,  of  these  sales  was  re- 
ported as  future  shipments.    It  is  apparent  fromi  this  table  that  the 
heavy  sales  of  citrus  juices  occurred  during  the  five  h-\Teek  periods 
which  began  December  26,  19^8,  and  ended  Ma.j  l4,  19^9.    These  20  weeks 
accounted  for  55  percent  of  the  total  billings  made  by  these  associations 
in  the  19^8-49  season.    Only  one  association  reported  shipments  during 
the  last  4- week  period  in  the  season.    Two  associations  made  less  than  1 
percent  of  their  billings  after  the  period  ending  July  9. 

Comparable  information  on  seasonal  billings  for  noncitrus  fruits  and 
vegetables  is  shown  in  table  30^  chart  6.    Heaviest  sales  occurred  in  the 
three  4-week  periods  beginning  August  22  and  ending  November  I3,  19^8, 
when  approximately  two-fifths  of  the  billings  were  made.    Two- thirds  of 
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Table  29.  -  Canned  single  strength  citrus  Juices  and  segments:  Seasonal 
billings  of  sales  made  by  5  cooperatives,  19^8-ii9 


Period 

Percent  of  sales  billed 

in  period  specified  — 

4- week  period  ending: 

Percent 

3.5 

XlKJ  y  X^ilLU^  Jl     C  I  • 

6.9 

19^9 

12.1 

February  19  - . 

10.7 

ID  7 

10.0 

11,  J 

6.8 

8.1 

4.8 

6.1 

4.1 

100.0 

the  sales  were  billed  before  the  end  of  1948.    Inasmuch  as  some  of  the 
same  associations  were  marketing  canned  noncitrus  fruits  and  canned  veg- 
etables, and  the  two  classes  of  products  were  billed  on  the  same  invoice, 
no  attempt  was  made  to  separate  these  two  commodity  groups. 

Discussions  with  brokers  and  other  trade  people  regarding  the  matter  of 
maintaining  adequate  stocks  to  keep  buyers  supplied,  indicate  that  there 
appear    to  be  two  alternative  procedures  which  cooperative  processors 
may  use.    They  may  elect  to  "skim  the  cream"  off  the  market  by  moving 
stocks  as  rapidly  as  possible  to  buyers  in  the  markets  where  they  can 
most  readily  sell  their  products  each  season.    This  policy  seeks  to  se- 
cure greatest  returns  in  the  shortest  time  and  assijmes  no  responsibility'- 
for  keeping  supply  lines  filled  and  buyers'    shelves  stocked.    When  such 
a  policy  is  followed  it  then  becocKS  the  buyer's  responsibility  to  pur- 
chase sufficient  supplies  to  carry  him  through  the  season.    Failure  to  do 
so  is  regarded  as  the  result  of  his  own  shortsightedness. 

The  alternative  to  the  marketing  practice  just  described  is  the  careful 
selection  of  markets  for  concentrated  sales  effort.    This  method  seeks  to 
develop  a  long-time  selling  policy  on  an  intensive  basis.    In  order  to 
reap  the  rewards  of  the  promotional  work  carried  on,  it  is  essential  to 
maintain  a  continuity  of  supply  and  to  keep  buyers'  shelves  stocked  at 
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Tatle  30,  -  Canned  noncitrus  fruits  and  vegetables:    Seasonal  ■billings 
of  sales  made  "by  22  cooperatives,  19^8-49 


Period 


Percent  of  sales  "billed 
in  period  specified 


4-week  period  ending: 
19^8 

June  26  

Jiily  2h  

August  21  

September  I8  , 

October  I6  

November  I3  ■ 

December  11  

1949 

January  8  , 

February  5  ■ 

March  5  • 

April  2  

April  30  

Ma7  28  

Total  , 


Percent 


h,d 

5.7 
9.0 

13.5 
13.6 
12.0 
7.^ 


9.1 
6.7 
5.6 
k.6 
^.3 
3-7 


100.0 


all  times.    Failure  to  do  this  would  mean  that  the  impact  of  the  promo- 
tional effort  was  temporarily  lost  and  that  the  Job  of  promotion  would 
have  to  be  Initiated  all  over  again. 

In  analyzing  the  broker  replies,  it  developed  that  three  cooperatives  in 
particular  were  criticized  rather  consistently  in  different  markets  for 
their  failure  to  make  supplies  available  after  entering  the  market.  In 
the  case  of  one  of  these  associations  particularly,  the  brokers  contended 
that  the  value  of  the  promotional  work  done  in  their  markets  had  been 
completely  lost  as  no  stocks  were  available  to  fill  the  demand  that  had 
been  created.    If  and  when  the  processor  again  enters  these  markets,  the 
promotional  work  will  have  to  be  done  all  over  again.    This,  to  the 
brokers,  seemed  like  a  considerable  was'be  of  time  and  effort. 

In  connection  with  the  question  of  supply,  a  few  brokers  were  of  the 
opinion  that  some  of  their  cooperative  principals  should  reappraise  their 
markets  in  establishing  supply  quotas.    They  contended  that  certain  popu- 
lation shifts,  particularly  in  those  markets  where  defense  production  was 
important,  tended  to  make  previous  quotas  inequitable.    This  may  be  a 
factor  which  should  receive  careful  consideration  from  some  of  the  coop- 
eratives whose  markets  have  been  affected. 
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It  was  olDserved.       a  few  "brokers  that  certain  cooperative  principals  had 
vlthdrawn  completely  from  some  of  the  major  markets.    They  raised  a  ques- 
tion regarding  the  soundness  of  such  a  marketing  policy  hecause  trade 
contacts  established  over  a  long  period  of  time  vere  lost.    They  regarded 
this  as  an  indication  of  a  weakness  in  sales  policy  inasmuch  as  the  coop- 
eratives withdrew  from  these  markets  for  competitive  reasons.    It  was 
their  opinion  that  these  cooperatives,  hy  initiating  improvements  in  their 
operations,  could  have  met  the  competitive  situation  and  that  such  an 
effort  would  have  "been  definitely  to  their  advantage  in  the  long  run. 

Consigned  Stocks 


Some  of  the  l)rokers  Interviewed  indicated  their  interest  in  consigned 
stocks  and  stated  that  they  were  at  a  disadvantage  in  supplying  "buyers 
"because  their  cooperative  principals  did  not  consign  stocks  in  their 
markets.    The  sales  records  of  the  cooperative  processors  included  in  the 
study  indicated  that  four  of  the  associations  carried  consigned  stocks  in 
a  few  of  the  major  marlrets.    The  analysis  indicated  that  the  percentage 
of  sales  made  from  consigned  shipments  in  19^8-'^9  "was  very  small  and  ex- 
ceeded 5  percent  of  total  sales  for  only  one  cooperative.    For  this  asso- 
ciation, the  reported  sales  from  consigned  stocks  amounted  to  a"bout  7 
percent  of  total  sales, 

"While  consigned  stocks  do  provide  an  effective  method  of  keeping  availa- 
"ble  in  important  markets  supplies  to  which  "buyers  have  ready  access,  this 
method  of  selling  has  some  real  disadvantages  for  the  processor  who  uses 
it.    The  processor  must  he  willing  and  able  to  finance  inventories  in 
various  primary  markets.    The  risks  of  price  changes  are  thus  assumed  by 
the  processor.    Moreover,  considerable  record  keeping  is  required  in 
maintaining  control  of  scattered  stocks. 

Promotion 

Brokers  were  asked  to  indicate  what  type  of  promotion  their  cooperative 
principals  were  using  for  their  products  and  how  effective  they  consid- 
ered this  promotion.  9/    The  replies  Indicated  that  an  extremely  small 
amount  of  promotion  was  being  done  by  the  cooperatives.    Of  the  replies 
received,  about  87  percent  indicated  no  promotional  work  (table  3I).  A 
few  of  the  associations  were  using  specialty  men  in  some  of  the  larger 
markets.    The  greatest  amount  of  promotion  was  being  done  through  trade 
associations  which  were  promoting  individual  commodities  on  a  national 
basis.    Most  of  the  replies  indicated  that  the  work  that  had  been  done 
had  been  effeative. 

Questioned  regarding  what  they  thought  their  cooperative  principals  might 
do  to  obtain  a  larger  share  of  the  market,  more  than  10  percent  of  the 

9/    Promotion  is  used  in  a  general  sense  in  this  report  and  Includes  ad- 
vertising in  newspapers,  trade  or  other  magazines,  on  radio  or  tele- 
vision programs,  and  through  trade  associations  and  specialty  work 
at  point  of  sale . 
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"brokers  indicated  their  principals  were  already  obtaining  thair  fair 
share  of  the  market  (tahle  32). 

More  than  20  percent  of  the  replies  indicated  the  brokers  thought  the 
cooperatives  should  be  doing  more  promotional  work  in  their  markets. 
Another  20  percent  indicated  that  the  real  problem  in  getting  a  larger 
share  of  the  market  was  the  small  voliime  or  the  limited  line  processed 
by  the  cooperatives,  and  that  the  only  way  in  which  a  larger  sheure  of 
the  market  could  be  obtained  would  be  through  making  more  production 
available  to  the  market  or  expanding  the  commodity  line. 

Slightly  more  than  I7  percent  of  the  replies  suggested  that  the  cooper- 
atives should  be  more  competitive  on  price.    Some  of  these  emphasized 
that  with  opening  prices  out  of  line,  business  had  been  lost  in  their 
markets.    About  9  percent  of  the  replies  indicated  that  the  business 
should  be  gradually  built  up  over  a  long  period  of  time  through  continu- 
ous sales  effort.    A  few  replies,  particularly  in  Eastern  Seaboard  mar- 
kets, mentioned  the  need  for  eliminating  the  disadvantages  caused  by 
freight  differentials,  and  brokers  in  four  of  the  larger  markets  were  of 
the  opinion  that  consigned  stocks  would  improve  their  positions  in  the 
market. 

On  the  subject  of  product  promotion,  the  opinions  of  brokers  were  sought 
regarding  what  products  should  receive  promotion  and  what  type  of  promo- 
tion should  be  done.    Most  of  the  brokers,  in  commenting  on  this  subject, 
included  the  complete  commodity  line  of  the  cooperative  principal. 
Replies  of  the  brokers  are  tabulated  in  table  33.    About  two-fifths  of 
the  replies  indicated  that  the  brokers  saw  no  advantage  in  product  promo- 
tion under  present  conditions.     "Under  present  conditions"  usually  re- 
ferred to  the  fact  that  the  small  volume  or  limited  line  of  the  coopera- 
tive principal  did  not  warrant  promotion,  inasmuch  as  all  of  the  volume 
available  was  being  marketed  and  more  could  be  sold  if  larger  quantities 
were  available .    This  was  due  in  some  cases  to  an  attempt  on  the  part  of 
the  principals  to  protect  themselves  by  spreading  their  volumes  over  a 
number  of  markets  which  meant  that  some  markets  were  thinly  covered. 
Under  such  circumstances,  promotional  activities  might  tend  to  increase 
the  price  without  securing  any  increase  in  the  volume  of  sales.  Moreover, 
the  fact  that  noncitnas  fruit  and  vegetable  cooperatives  were  selling  a 
large  portion  of  their  products  under  buyers'  labels  did  not  make  product 
promotion  cirrrently  practicable  for  these  associations. 

About  15  percent  of  the  replies  indicated  that  the  brokers  regarded  coop- 
erative advertising  in  local  newspapers  as  probably  the  best  way  to  se- 
ciire  resulta-for  the  amount  of  money  spent.    The  brokers  usually  quali- 
fied their  replies,  however,  by  indicating  that  the  results  to  be  obtained 
from  this  type  of  advertising  are  dependent  upon  the  manner  in  which  it  is 
handled  and  the  type  of  buyer  with  whom    such  arrsmgements  are  made .  Most 
of  the  brokers  thought  there  should  be  a  tie-in  between  sales  volume  and 
the  anioimt  of  advertising  outlay.    They  did  not  want  to  see  the  coopera- 
tive advertising  considered  as  a  rebate  and  they  believed  that  the  use 
of  cooperative  advertising  is  frequently  abused.    Brokers  generally 
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thought  the  advertising  tie-in  with  sales  should  be  on  a  per-case  basis, 
so  that  there  might  be  a  more  definite  measurement  of  the  results 
obtained.    With  such  protection  for  their  principals,  the  brokers  regarded 
cooperative  advertising  as  an  effective  and  inexpensive  type  of  promotion. 

Specialty  work  at  retail  outlets,  particularly  specialty  work  combined 
with  newspaper  advertising  and  radio  spot  advertising,  was  regarded  by 
many  brokers  as  the  most  beneficial  type  of  promotion.    Some  of  the  bro- 
kers indicated  they  had  done  a  certain  amount  of  specialty  work  in  retail 
stores.    Others  said  that  at  the  low  rate  of  brokerage  they  received, 
they  were  unable  to  do  this  type  of  work  and  such  promotion  would  have  to 
be  done  by  the  principal.    One  broker  indicated  that  he  regarded  the  spe- 
cialty work  he  had  done  as  expensive,  but  that  it  had  paid  off.  The 
specialty  work  was  recommended  where  the  consumer  trade  was  drawn  to  a 
large  extent  from  rural  areas  and  the  use  of  cooperative  advertising  was, 
therefore,  less  effective. 

A  number  of  the  brokers  thought  that  more  could  be  accomplished  by  keep- 
ing prices  competitive  than  by  spending  money  for  advertising  and  promo- 
tion. 

Some  of  the  brokers  were  of  the  opinion  that  any  promotion  undertaken 
should  be  on  a  commodity  basis.    It  was  suggested  that  in  some  cases 
effective  promotion  could  be  obtained  by  advertising  through  national 
trade  associations.    They  considered  the  work  of  the  National  Cherry 
Institute  particularly  effective  and  were  interested  in  a  similar  type 
of  promotion  for  Horthwest  beans  and  a  few  other  commodities  which  could 
be  done  on  a  national  basis  by  a  group  of  processors. 

A  few  other  brokers  wanted  to  see  promotion  by  the  individual  cooperatives 
on  one  important  commodity  selected  from  the  association's  complete  line. 
It  was  their  contention  that  the  cooperative  should  advertise  the  one 
product  extensively  and  thus  becoms    well  known  for  this  one  item.  The 
other  products  in  the  commodity  line  would  then  benefit  from  the  intensive 
promotion  of  one  commodity  under  the  cooperative's  brand  name. 

In  general,  there  was  little  interest  shown  in  any  program  for  national 
advertising.    It  would  be  useless,  brokers  said,  to  undertake  any  such 
program  unless  it  could  be  done  in  a  big  way.    To  attempt  such  promotion 
on  a  limited  scale  would  be  a  waste  of  money.    They  were  usually  rather 
definite  in  their  opinion  that  the    promotional  work  should  be  on  a  local 
basis  in  key  markets  and  should  be  tailored  to  fit  local  marketing  condi- 
tions . 

Some  of  the  brokers  expressed  the  view  that  it  would  be  to  the  advantage 
of  private-label  packers  to  consolidate  in  order  to  secure  a  more  complete 
line  and  larger  volume.    This,  according  to  the  brokers,  would  permit  the 
processors  to  be  more  aggressive  in  their  marketing  practices. 
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A  fev  of  the  "brokers  favored  grade  labeling  and  wer-e  Interested  in  seeing 
canned  products  sold  on  the  "basis  of  quality  rather  than  on  the  "basis  of 
advertising. 

A  niuiiber  of  the  "brokers  mentioned  the  need  for  jsjeraberahip  education  in 
relation  to  a  long-tinoe  promotional  prograio.    It  was  their  opinion  that 
the  producer  members  were  generally  not  interested  in  setting  aside  any 
of  the  returns  for  the  purpose  of  promoting  their  products  in  a  well-de- 
veloped, long-time  merchandising  program »    They  were  inclined  to  regard 
such  producers  as  short-sighted  and  interested  only  in  immediate  returns 
rather  than  a  well-thought-out  merchandising  program. 

Before  ujidertaking  an  advertising  program  on  a  regional  or  even  locaJL 
"basis  there  are  several  factors  a  cooperative  processor  should  consider. 
First,  he  should  determine  the  objectives  to  be  accomplished  and  the 
type  of  consiaaers  to  whom  the  promotion  should  be  directed.    The  broker 
would  be  in  a  particularly  advantageous  position  to  render  assistance  in 
setting  up  a  promotional  program  for  a  specific  market.    After  determin- 
ing the  media  to  be  used  and  the  amount  of  the  advertising  budget,  vari- 
ous types  of  advertisements  would  need  to  be  prepared  and  tested.  He 
would  then  have  to  decide  upon  those  which  would  be  most  effective. 

In  connection  with  the  media  to  be  used  and  type  of  consumers  to  whom  the 
appeal  shou3.d  be  directed,  the  brokers*  replies  revealed  some  interesting 
suggestions.    Several  brokers  mentioned  the  advantages  to  be  gained  by 
using  television  in  appealing  to  children.    This  was  mentioned  most  fre- 
quently in  promoting  citrus  juices,  particularly  of  one  cooperative  prin- 
cipal with  a  brand  name  which  usually  appeals  to  children.    Other  brokers 
mentioned  the  use  of  spot  radio  advertising  in  the  morning  when  citrus 
Juices  are  more  generally  consumed.  In  the  use  of  advertising  allowances 
in  connection  with  local  newspapers,  a  number  of  replies  emphasized  the 
importance  of  using  evening  papers  as  the  media  rather  than  morning  pa- 
pers which  were  regarded  as  "throw-away"  copies.    It  was  indicated  that 
mass  displays  in  retail  stores  have  been  particularly  effective  in  dis- 
tributing citrus  Juices. 

Brokers '  Appraisal  of  Cooperative  Principals 


Brokers  were  asked  to  indicate  how  their  cooperative  principals  compared 
with  other  principals  with  respect  to  being^  informed  on  market  conditions, 
A  tabulation  of  the  brokers'  replies  is  shown  in  table  3h.    About  9^  per- 
cent of  the  replies  indicated  cooperative  principals  were  highly  regarded 
by  their  brokers  with  respect  to  being  well  informed  on  market  conditions 
and  knowing  tfieir  business.    Of  the  favorable  replies,  more  than  l8  per- 
cent indicated  that  the  brokers  considered  their  cooperative  principals 
"out  in  front"  and  better  informed  than  other  principals. 

The  imfavorable  replies,  accounting  for  less  than  6  percent  of  the  total, 
were  generally  concerned  with  the  cooperative  principal's  lack  of  infor- 
mation on  conditions  in  a  specific  market  or  hie  failure  to  supply  Infor- 
mation to  his  broker. 
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Brokers  vere  asked  also  to  indicate  hovr  they  thought  their  cooperative 
principals  courpared  with  other  principals  in  adjusting  their  merchandis- 
ing practices  to  meet  changing  price  situations  and  other  competitive 
conditions.    Their  replies  are  tabulated  in  tahle  35.    In  general,  "bro- 
kers were  somewhat  more  critical  in  their  replies  regarding  the  marketing 
practices  followed  "by  their  cooperative  principals  with  respect  to  flex- 
ihility  and  aajustment  to  market  conditions  than  they  were  in  replying 
to  the  previous  question  dealing  with  information  on  market  conditions.. 
This  would  indicate  that  in  most  cases  the  failure  to  adjust  price  poli- 
cies or  other  pi^cticee  to  meet  changing  conditions  in  the  market  was 
not  due  to  lack  of  information  or  an  understanding  of  the  situation  in 
the  market,  "but  to  other  factors.  One  ^eason  frequently  cited  for  the 
smaller  degree  of  fleiihility  exercised  "by  the  cooperative  principals 
was  the  inherent  difference  in  organizational  set-up  wherehy  management 
was  held  responsihle  to  producer  members  for  the  returns  on  their  prod- 
acts  marketed  In  processed  form.    This,  they  insisted,  tended  to  restrict 
the  management  in  exercising  freedom  of  Judgment  in  making  adjustments, 
particularly  with  respect  to  prices.    It  was  only  in  the  matter  of  price 
policy  that  some  "brokers '  observations  indicated  any  important  differ- 
ences "between  the  practices  of  cooperative  and  other  principals  in  mar- 
keting canned  fruits  and  vegetables 

In  the  analysis  shown  In  table  35,  about  75  percent  of  the  replies  were 
favorable  compared  with  9^  percent  in  the  previous  analysis  of  coopera- 
tive management  (table  3^)»    However,  the  validity  of  some  of  the  criti- 
cisms   regarding  price  position  might  be  questioned.    Perhaps  the  slow- 
ness to  make  adjustments,  particularly  downward,  and  the  slowness  to  name 
opening  prices  may  have  put  some  brokers  at  a  disadvantage  at  times. 
However,  some  of  the  criticisia  indicating  that  cooperative  principals 
quo-oed  higher  prices  and  were  not  competitive  may  not  always  have  "been 
Justified.    As  many  brokers  frequently  commented,  "anyone  can  give  mer- 
chandise away,  but  it  is  quite  a  trick  to  sell  It."    Actually,  in  some 
instances,  the  price  may  have  been  broken  in  the  market  through  small 
processors  unloading  inventories  when  they  were  in  a  less  favorable 
financial  position.    In  such  cases.  If  the  noncompetitive  status  of  co- 
operative processors  represented  an  attempt  to  maintain  prices  in  the 
face  of  a  somewhat  demoralized  market,  then  a  more  neutral  observation 
would  probably  find  much  to  recommend  such  a  price  policy.    However,  as 
pointed  out  previously,  a  number  of  brokers  weuited  the  price  policy  of 
their  cooperative  principals  reexamined  In  the  light  of  good  will  to  be 
developed  with  buyers  over  a  long  period  of  time.    Examined  with  such  a 
perspective,  it  might  appear  that  the  price  policies  of  some  cooperative 
principals  should  be  revised  to  permit  greater  flexibility  and  a  more 
competitive  position  at  such  times  as  cun-eat  conditions  in  a  specific 
market  appear  to  warrant  an  adjustment. 

Competitive  Factors  Influencing  Buyers 


Brokers  were  asked  to  Indicate  what  competitive  factors,  in  addition  to 
price,  quality,  and  sales  promotion.  Influenced  the  buyers  in  their  mar- 
Irets  to  buy  either  cooperative  products  or  competing  commodity  lines.  It 
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is  apparent  from  the  tabulation  of  their  replies  in  tahle  36  that  many 
of  them  regarded  price,  quality,  or  oales  promotion,  or  some  combination 
of  these  three  factors,  as  of  major  importance  in  influencing  the  choice 
of  buyers,  inasmuch  as  "No  other  factor"  vas  mentioned  II8  times  out  of 
a  total  of  477  replies. 

Brokers  paid  tribute  to  their  cooperative  principals  in  the  large  number 
of  replies  indicating  that  they  regarded  aa  of  major  importance  in  buyers' 
selection  of  cooperative  products  the  good  reputation  of  their  coopera- 
tive principals  with  the  trade,  their  fair  treatment  of  buyers,  cuid  the 
fact  that  they  vere  considered  reliable  sources  of  supply.    Fifty-sii  out 
of  a  total  of  163  replies,  or  more  than  a  third  of  the  replies  giving 
other  factors  for  the  selection  of  cooperative  products,  ffientioned  one 
or  a  combination  of  these  factors  dealing  with  favorable  reputation,  fair 
treatnent,  or  reliability. 

Brokers  naturally  rated  their  own  efforts  and  contacts  rather  high  in  in- 
fluencing buyers  to  purchase  the  products  of  their  cooperative  principals. 
This  is  reflected  in  the  ^7  replies  which  indicated  that  the  personal 
efforts  and  contacts  of  the  broker  influenced  the  buyers  in  selecting 
cooperative  products.    On  the  other  hand,  7  replies  indicated  that  simi- 
lar aggressive  efforts  of  competing  brokers  influenced  the  selection  of 
competitive  products.    It  Is  true,  of  course,  that  the  trade  connections 
of  brokers,  their  long-establi"Bhed  relations  with  important  wholesale 
grocers  and  other  large  buyers,  are  extremely  important  in  the  market. 

This  serves  to  emphasize  how  important  it  is  for  cooperative  principals 
to  know  their  brokers  and  their  connections.    In  the  course  of  the  bro- 
ker sujrvey,  it  frequently  developed  that  the  cooperative  principal  had 
never  met  his  broker,  had  no  real  concept  of  his  personality  or  ability, 
and  knew  little  about  his  experience  or  connections.    Jforeover,  some 
principals  had  made  no  effort  to  furnish  information  on  their  over-eJ-l 
sales  policies,  so  that  the  broker  was  left  largely  to  his  own  initiative 
in  representing  his  principal.    Brokers  indicated  that  the  cooperative 
principals  frequently  failed  to  supply  them  with  various  bits  of  infor- 
mation about  their  cooperative  organizations  which  could  prove  very 
helpful  to  the  broker  in  his  contacts  with  the  trade.    This  was  empha- 
sized frequently   by  the  fact  that  in  the  course  of  the  interview  vari- 
ous points  were  developed  about  a  cooperative  principeuL  which  the  broker 
had  not  known  previously  and  he  frequently  remaLrked  during  the  interview 
that  such  infonnation  received  eeirlier  from  the  principal  could  have  been 
veiy  helpful  to  him. 

The  survey  showfed  that  little  effort  had  been  made  by  the  majority  of  co- 
operative principals  to  arrange  an  opportunity  for  their  brokers  to  meet 
each  other  and  get  acquainted.    This  lack  of  effort  seemed  rather  sur- 
prising, inasmuch  as  the  annual  meetings  of  the  food  brokers  and  food 
processors  are  usually  held  in  close  sequence  auad  would  seem  to  furnish 
an  excellent  opportunity  for  the  processor  to  arrange  a  get-together  for 
hif=  brokers.    One  large  eastern  cooperative  processing  a  specialty  product 
ani,  therefore,  not  included  Tn  this  study,  has  made  a  noteworthy  effort 
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in  getting  his  lirokers  together  each  year  during  the  annual  conventions 
of  food  processors  and  food  "brokers.    One  or  two  other  cooperatives  have 
arranged  for  similar  meetings  on  a  smaller  scale.    On  the  vhole,  however, 
such  B^etings  seem  notahle  in  their  atsence .    Generally  brokers  like  to 
feel  that  they  are  an  important  part  of  the  sales  organization  of  the 
principal  and  they  are  in  a  position  many  times  to  give  valuable  sugges- 
tions if  consulted  on  the  proposed  policies  of  the  association. 

Financial  stability  was  mentioned  several  times  "by  brokers  as  a  factor  of 
importance  in  buyers  selecting  cooperative  products.    Frequently  brokers 
stated  that  an  important  consideration  in  doing  business  with  cooperatives 
was  that  they  represented  a  more  pennanent  operation  and  did  not  change 
ownership  readily.    Most  brokers  comn^nted  particularly  on  the  promptness 
with  which  their  brokerage  fees  were  paid  by  their  cooperative  principals. 

Belated  to  this  factor  6f  financial  stability  was  the  comment  by  brokers 
regarding  the  installation  of  modem  processing  equipmsnt  by  the  coopera- 
tive principals.    It  was  indicated  by  some  brokers  that  the  sound  finan- 
cial position  of  their  cooperative  principals  made  it  possible  for  them 
to  expand  and  improve  their  operations  as  conditions  required,  which  in- 
cluded the  acquisition  of  the  latest  types  of  equipment  and  facilities. 

When  competitive  factors  are  about  evenly  balanced,  many  buyers  prefer  to 
divide  their  business,  allocating  varying  amounts  to  different  processors. 
In  this  respect  their  procedure  is  no  different  from  that  of  many  proc- 
essors.   It  was  apparent  that  cooperative  principals,  too,  in  many  In- 
st£inces,  were  following  a  policy  of  not  "putting  all  their  eggs  in  one 
basket,"  and  preferred  to  spread  their  sales  out  among  many  markets 
rather  than  concentrating  their  efforts  in  a  selected  few. 

Discounts  and  Allowances 

About  80  percent  of  the  associations  furnishing  data  for  the  study  allowed 
cash  discounts  on  their  sales  of  canned  fruits  and  vegetables.    The  cash 
discount  is  a  deduction  allowed  by  the  association  on  condition  that  pay- 
ment be  made  within  a  specified  time. 

About  half  of  the  associations  granting  a  cash  discount  allowed  I-I/2 
percent  discount  if  paid  within  10  days  from  the  date  of  invoice.  About 
35  percent  of  the  associations,  all  located  on  the  Pacific  Coast,  allowed 
2  percent  if  paid  10  days  from  the  date  of  invoice. 

The  balance  of  the  associations  granted  variations  of  these  two  major 
types  of  cash  discounts.    One  association,  for  example,  allowed  a  2  per- 
cent discount  if  paid  in  2  days,  I-I/2  percent  if  paid  in  10  days,  and  1 
percent  if  paid  in  12  days.    Another  allowed  2  percent  for  cash  and  I-I/2 
percent  if  paid  in  10  days.    Still  another  allowed  2  percent  on  one  prod- 
uct if  paid  in  10  days  and  I-I/2  percent  on  all  other  products. 

In  those  cases  where  shipments  were  made  by  water,  the  terms  were  gener- 
ally quoted  10  days  after  arrival,  rather  than  10  days  after  date  of  In- 
voice as  in  rail  shipments. 
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When  payment  vas  requested  on  presentation  of  sight  draft,  a  practice 
frequently  used  vhen  the  credit  rating  of  the  huyer  had  not  "been  estab- 
lished with  the  seller,  the  terms  quoted  were  usually  2  percent  discount 
on  presentation, 

ST'^ell  allowances  of  from  one-quarter  to  one-half  percent  in  accordance 
with  recommendations  of  the  National  Canners  Association  and  other  trade 
organizations,  were  generally  granted  by  these  associations.    For  the 
staple  vegetables,  such  as  corn,  peas,  beans,  pumpkin,  squash,  beets, 
tomatoes,  and  others,  an  allowance  of  one- half  of  1  percent  was  made. 
However,  on  peaches  the  swell  allowance  was  usually  one- quarter  of  1  per- 
cent.   On  cherries  and  citrus  Juices,  the  swell  allowance  varied  from 
one-quarter  to  one-half  of  1  percent.    When  abnormal  swells  develop, 
which  are  defined  as  being  more  than  double  the  amount  allowed  on  a  per- 
centage basis  on  contract,  adjustn^nt  is  made  by  negotiations,  generally 
on  the  basis  of  each  unit  shipment  rather  than  against  the  entire  con- 
tract . 

Label  or  brand  allowances  by  the  cooperatives  generally  followed  Industry 
practice.    The  label  allowances  vary  in  amount  with  the  size  and  type  of 
label  used.    In  general,  the  label  allowance  is  intended  to  cover  approx- 
imately the  cost  of  the  labels,  which  the  buyer  supplies.    More  recently 
many  wholesale  grocers  have  contended  that  in  most  cases  label  allowances 
were  fixed  by  packers  years  ago  and  have  continued  without  change  through- 
out the  periods  of  rising  prices  of  the  past  several  years.    Souk  effort, 
therefore,  has  been  made  to  create  an  awareness  of  the  problem  and  secure 
adjustments  in  label  allowances  so  that  they  will  more  nearly  represent 
the  actual  costs  of  the  labels. 

In  shipping  products  under  the  buyer's  labels,  the  labels  are  ordinarily 
supplied  by  the  buyer  and  the  labeling  is  done  by  the  association  prior 
to  shipment.    Frequently  the  cooperative  carries  stocks  of  labels  of  its 
regular  customers  for  use  as  directed,  replenishing  these  stocks  as 
needed  from  the  label  manufacturers,  upon  order  of  the  buyer.    A  small 
percentage  of  the  products  sold  by  these  associations  was  shipped  unla- 
beled and  on  these  shipments  an  allowance  was  made  not  only  for  the  label 
cost,  but  also  for  the  labor  required  to  perform  the  labeling  operation. 
The  labor  allowance  varied  from  1  to  2  cents  per  case. 

Some  of  the  associations  which  made  numerous  sales  to  other  processors 
granted  a  canner's  allowance.  The  canner's  allowance  usually  amounted 
to  a  5  percent  discount. 
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Appendix 

The  Sample 


In  the  text  of  this  report,  the  sample  has  "been  discuesed  briefly  on 
pp.  and  an  analysis  of  the  cooperative  associations  included  in 

the  study  classified  by  geographic  areas  and  types  of  commodities  proc- 
essed is  presented  in  table  1,  page 

A  more  detailed  analysis  of  the  commodity  sample  is  shown  in  the  follow- 
iriQ  table.    This  table  indicates  that  the  percentage  of  noncitrus  fruits 
processed  by  cooperatives  represented  by  the  sample  is  very  high,  amount- 
ing to  95  percent.    The  sample  represents  a  little  over  70  percent  of  the 
citarus  juices,  and  slightly  over  half  of  the  vegetables  processed  by  co- 
operatives in  19^8-49, 

Records  of  the  Cooperative  Research  and  Service  Division  indicate  that 
in  19^8-^9  cooperatives  processed  about  12  percent  of  the  canned  noncit- 
rus fruits,  23  percent  of  the  canned  citrus  fruit  Juices  and  segments, 
and  slightly  over  3  percent  of  the  canned  vegetables  produced  in  the 
United  States,  l/ 

Because  of  the  great  expense  and  amount  of  time  and  effort  that  would  be 
required  to  code,  card  punch,  and  tabulate  every  item  transferred  from 
the  invoice  records  of  the  participating  associations  to  Farm  Credit  Ad- 
ministration schedules  for  two  fiscal  years,  a  sampling  method  was  devel- 
oped by  Earl  E.  Houseman,  Statistical  Consultant  of  the  Bureau  of  Agricul- 
tural Economics,  whereby  all  items  were  sampled  on  a  representative  basis. 

Procedure 


As  indicated  in  the  text  of  this  report,  in  all  but  two  instemces  the 
data  were  obtained  on  a  contract  basis.    Personnel  of  the  contracting 
cooperative  transcribed  the  data  from  the  invoice  records  of  the  asso- 
ciation to  schedules  developed  for  this  purpose  by  the  Farm  Credit  Ad- 
ministration.   This  schedule  provided  for  all  the  information  on  the  in- 
voice, and  included  invoice  number,  date  of  invoice,  name  of  buyer, 
address  of  buyer,  type  of  buyer,  distribution  channel  (broker  or  direct), 
pricing  nethod  (f.o.b.,  delivered,  etc.),  routing,  number  of  cases,  num- 
ber of  dozen,  can  size,  grade,  brand  name  and  comotnodity  description, 
price  per  dozen,  and  amoimt.    A  space  was  also  provided  for  notations 
on  discounts  and  allowances,  as  well  as  the  freight  and  handling  charges 
included  on  the  invoices  for  prepaid  shipments.    Two  schedules  were  pre- 
pared.   One  was  used  in  recording  the  data  for  the  canned  commodities  and 
the  other  for  the  frozen  commodities.    A  sample  of  the  canned- commodity 
schedule  is  included  in  this  appendix. 

1/  Gessner,  Anne  L.,  Handbook  of  Cooperatives  Processing  Horticultural 
Products,  1948-49.  Misc.  Rep.  l42.  Farm  Credit  Admin.,  U.  S.  Dept. 
Ag.,  1950. 
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Appendix  table.  -  Percentage  of  principal  fruits  and  vegetables  canned  by  all 
cooperatives  represented  by"  sample,  1958-49 


SdmpXe  cLS 

Total  volume 

Total  volume 

CoiDinodl'ty 

canned  by 

In 

of*  +101:31    T7oT  ^imp 

cooperatives 

sample 

c  Sinned  by 

cooperatives 

Thousands 

of  cases 

Percent 

( actual ) 

(actual) 

Noncltrus  fruits: 

149 

96 

317 

233 

75.5 

385 

385 

100.0 

Cherries  t3.rt 

648 

7O .  J. 

121 

91.0 

1  ,dO\J 

1,252 

99.^ 

p63r  s 

ft7^ 

055 

97.9 

J-  I  P 

1  TO 

99.'*' 

^9 

100.0 

89 

79 

88.8 

76 

65 

85.5 

14 

14 

100.0 

Total 

U  1  fi^ 

^  f  JLDU 

95.0 

VcESlS  cH- 

No.  2  cans) 

No«  2  Ccins) 

Citrus  Juices t 

4,230 

3.050 

72.1 

4,045 

2,8o4 

69.3 

1.786 

1,249 

69.9 

10,06l 

7.103 

70.6 

Vegetables ; 

1.453 

51.9 

1,073 

439 

40.9 

627 

366 

58.4 

210 

151 

71.9 

246 

103 

41.9 

563 

279 

50.0 

4,172 

2,092 

50.1 
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Before  coding  vas  iDegun,  the  schedules  received  from  each  association 
were  edited  and  the  type  of  buyer  vas  filled  in  on  the  schedules  of  those 
associations  which  had  "been  imable  to  furnish  this  information.    In  fill- 
ing in  information  on  type  of  "buyer,  the  "Thomas'  Wholesale  Grocery  and 
Kindred  Trades  Eegister"  was  used  as  the  basis  for  classification. 

Two  professional  staff  insmbers  did  the  field  work  for  this  study  and 
developed  the  analyses  and  one  statistical  cleric  handled  the  coding  of 
the  data.    Machine  tabulations  were  run  by  the  Tabulating  Section  of  the 
FaroL  Cipedlt  Administration. 

A  sample  of  the  questionnaire  used  in  the  broker  survey  is  also  Included 
in  this  appendix. 
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Surrey  of  Brokers  Representing  Cooperative  Aseociations 
Marketing  Canned  and  Frozen  Fruits  and  Vegetables 

ITame  of  person  interviewed   

Brokerage  firni_   Address  

Questions  apply  to   Market. 

1.  Which  cooperative  principals  does  your  firm  represent? 

(a)   .  

(D)   

(c)   

ASK  FOE  EACH  COOPERATIVE: 

2.  Which  are  their  major  commodities,  "by  order  of  sales  importance? 

3.  For  the  year  1950  would  you  give  an  estimate  of  the  number  of  cases 
of  each  major  product  handled  for  your  cooperative  principal? 

k.    How  many  years  have  you  handled  each  cooperative  principal's 
commodities? 

5.    Which  would  you  say  are  the  chief  competitors  of  these  commodities? 


Nam©  of 
cooperative 


Major 
commodity 
(by  order 
of  sales 
importemce ) 


Number 
of  cases 
handled 


No.  of 
years 
broker 
has  han- 
dled these 
coopera- 
tive com- 
modities 


Competing 
process- 
ing firm 
or  brand 
(by  order 
of  sales 
importance ) 
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6,  In  which  of  the  following  groups  would  the  total  value  of  the  prod- 
ucts handled  hy  your  firm  fall  during  the  1950  year?  Under 
$250,000  £J,  $250,000  to  $i^99,999  $500,000  to  $999,999  JTJ , 
$1,000,000  and  over  /  /. 

7.  How  do  you  keep  in  touch  with  marketing  conditions  in  this  market? 


8,    (a)    Would  you  say  that  the  wholesale  prices  of  cooperative  "brands 

(or  products)  are  higher,  lower,  or  ahout  the  same  as  the  whole 
sale  prices  of  major  competing  commodity  lines? 

(h)  As  far  as  quality  is  concerned  would  you  say  that  the  coopera- 
tive "brand  (or  product)  is  higher,  lower,  or  about  the  same  as 
major  competing  grades  for  similar  commodity  lines? 

(c)    As  far  as  sales  promotion  is  ccncemed,  would  you  say  that  co- 
operative brands  receive  more,  less,  or  about  the  same  sales 
promotion  as  major  competing  commodity  lines? 

Connnodity 
(for  each 
commodity 

Name  of  listed  in         Higher  Lower 

cooperative         question  2)         (more)         (less)  Same 


Wholesale 
prices 


Quality 


Sales 
promotion 
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9.    (a)    In  addition  to  the  competitive  factors  (price,  quality,  sales 

promotion)  discussed  in  question  8,  are  there  other  competitive 
factors  such  as  type  of  lahel,  container  size  or  availahle 
supplies  that  influence  your  "buyers  in  selecting  cooperative 
products?    Yes  /    /  No  /    /    If  yes,  explain: 

Name  of 

cooperative  Commodity  Comment 


("b)    Are  there  any  other  factors  that  influence  your  "buyers  in  se- 
lecting the  competing  commodity  lines?    Yes  /    /  No  /    /  If 
yes,  explain: 

Naias  of 
competing 

"brand  Commodity  Comment 


10.  (For  each  cooperative  principal  listed  in  question  2):    What  could 

"be  done  "by  either  you  or  the  to  oh  tain  a 

Name  of  Cooperative 

larger  share  of  the  market? 

Cooperative  Comment 


11.  (a)    "What  principal  type  of  contacts  exist  "between  your  "brokerage 
firm  and  the  cooperative  principal?  


("b)    Are  these  broker-  principal  contacts  adequate  at  all  times? 
Yes  £J  No  CJ 


Explain: 


8k 


12\     (a)    How  -would  you  say  cooperative  porincipels  cozqiare  witSi  otlaer 

principals  with  respect  to  "being  irrfoniaed  on  Berfeet  condlticeas 
such  as  prevailing  prices,  available  supplies,  etc.? 

Name  of 

cooperative  Cogaaent 


("b)  Hbw  would  you  say  cooperative 
principals  in  adjusting  tbeir 
changing  price  situations  and 

Kaine  of 
cooperative 


principal  s  cmsjpBore  vlth  of^r 
Bserchandisiisg  psBctlces  to  leet- 
otber  coas^t-itive  ccsraiiticHiB? 

CoEEJBJnt 


(c)    Hbw  would  you  say  cooperative  prliMilpalB  cca^eze  viiM  o^^asr 
principals  in  shifting  into  lerkets  vbeie  siipplles  are  Icfw? 

Hame  of 

cooperative  Coafflant 


13.    As  far  as  canned  goods  are  concerned,  are  adeqmte  sopplles  node 

available  for  your  narkst  at  all  tjizes  hy  the  cooperatiTe  principal? 

Yes   /  No  /    /    If  No,  explain  what  yon  think  are  the  casiaes  fca- 

not  being  ahle  to  get  ^equate  supplies  of  the  coopexative  princi- 
pal's products. 

Nanie  of 

cooperative  Ccaaaodlty  CcamBnt 
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1^.    To  vhs.t  kind  of  "buyers  do  you  think  the  selling  progras-  for  your 
cooperative  principal  should  "be  directed  in  this  market?  Chain 
store  r~~] t  Supei-  market  /    / ?  Wholesale  grocer  f~~~] ,  Institu- 
tlonal/    /,  Independent  retail  II- 

15.  (a)  Has  there  "been  ar^^  change  in  the  type  of  "buyer  you  have  "been 
selling  to  since  19^-8?  Yes  f^~l  TIo  £^ .  If  your  ansver  is 
YeS;  explain: 


16.    I-Haat  recent  changes  or  significant  trends  in  merchandising  methods 
have  you  noticed  in  this  market  that  your  cooperative  principal 
should  "be  aware  of? 


17.     (a)    Would  j'-ou  say  that  more  of  your  sales  of  canned  commodities  in 
this  market  are  made  ujider  processors'  labels  /      /,  or  under 
buyers'  labels?    /    ~7  Explain: 


(b)    Would  you  saj""  more  of  your  sales  of  frozen  commodities  in  this 
market  are  made  under  processors*  labels  /      I ,  or  vinder  buy- 
ers' labels?    /     /  Explain: 


18.    Does  your  firm  arrange  for  any  specialized  services  for  your  cooper- 
ative princlpalsf  specialty  men^  merchandising  aids,  etc.)* 
Yes  /      /  ITo  /      /  Explain: 
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FOE  EACH  COOPSRATIVE  IN  THIS  MAEZET: 

19.  (a)   

(Name  of  Cooperative) 

("b)    ^■^hat  type  of  product  promotion  does  this  principal  do  now?  


(c)    How  effective  do  you  think  this  promotion  is? 


(d)    How  much  do  you  think  this  cooperative  principal  spent  for 
product  promotion  in  this  market? 

Percentage  allocated  to  advertising  media 


Period  Expenditure  194^,1^9  19^0 

1945_1{.9     ^   Newspaper     5^   

1950  $   Radio    i>    ^ 

Television    ^   i 

Store  display    $   ^ 


Other  (specify) 

 i   $ 


 io   10 

Total   100  io  100  io 

(e)    Which  of  this  cooperative's  products  do  you  think  need  the  most 
promotion? 

Estimated 
cost  of 
promotion 

Commodity       Kind  of  promotion       needed  Comment 
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20 ,    Additional  comments :  
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